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Why we turned our back 


HEN WE BROUGHT OUT our Victory 
Model Easy-Writing Roval in 
1934, it was an instantaneous success. 
The next few years were banner 
years for Royal. 1935...°36...°37... 
each year saw Royal sales climb to 
new company records. 

Yet, all this time, we kept telling 
ourselves: ‘This is the best Royal we 
ever built... how can we make it bet- 
ter?” 

Behind the sales-scene, our shops 
hummed with experiment. Every 
member of our organization was asked 
to suggest improvements. 

Every suggestion was carefully stud- 
ied, and from among them came 
many refinements which were built 
into a new Royal. 

These included Royal’s new non- 
glare finish... keys with more finger- 
fitting contour...and new, easy-to- 
read white figures on the paper lock 
scale. We gave the new Royal com- 
plete dust-proof shielding, covering 


type bars and ribbon spools with a 
protective steel top. We hinged this 
top so that it can be lifted for ease in 
cleaning type and changing ribbons. 

On top of these, and other improve- 
ments, we added MAGIC* Margin, 
the greatest time-saving device ever 
put on a typewriter. And in 1938 we 
came out with our present model... 
a Roval that is. more than ever, 
World’s Number 1 Typewriter. 

We didn’t rest on our oars even 
then. For example, we have since 
added finger-flow keyboard and other 
improvements—and we're working 
every day on still further refinements. 

We like this story, because it illus- 
trates a Roval characteristic which we 
hope we never lose...an unwilling- 
ness to let well enough alone ...a de- 
termination to keep right on striving 
for perfection. In fact, we think this 
characteristic is the reason our sales 
have continued to climb rapidly—are 
still climbing rapidly today. 


*Trade-mark Registered U. S. Pat. Off. 
Copyright 1941, Royal Typewriter Co., Inc. 
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BE PREPARED! 


Be informed! Send for stud- 
ies, forms and manual of 
methods in actual use, prov- 
ing Ditto’s speed and econ- 
omy!... DITTO, Inc., 623 S. 
OakleyBlvd.,Chicago,U.S.A. 


FREE! 


GELATIN AND LIQUID 
MACHINES —Because 
Ditto leads, Ditto offers most 
advanced types of both gela- 
tin and liquid duplicators. 


DITTO METHODS 
GIVE WINGS TO DETAIL 


... EVERYBODY IS FREED 
FOR MORE AND BETTER WORK 


Check your own routines. You'll see that they are 
largely a hand-made, repetitive job. And today that 
job is complicated and slowed up by two conditions 
—trained help becomes scarcer, and the need for 
quick, accurate figures is even more pressing. 

What’s the answer? Thousands say, ‘““DITTO’S 
MISTAKE-PROOF, INSTANT-ACTION 
METHODS!” 

With Ditto in charge of your accounting, payroll, 
production, billing, shipping, purchasing and inven- 
tory routines, NOTHING EVER IS RE-WRITTEN. 
Human and machine errors are impossible. The 
wanted data is complete. The routines go through, 
as a rule, in half the time . . . And that’s the answer 
to today’s needs! ... Get the answer! Mail the coupon 
now—while you’re thinking about it. 


DITTO 





eS a 
DITTO, Inc. 
2214 W. Harrison St., Chicago 
Gentlemen: Without obligation please send me: 


( ) New Ditto Machine Data 

( ) “Copies —Their Place in Business” 

( ) “A New Trend in Accounting—Order-Billing” 
( ) Arrange a Ditto demonstration for me 


My Name..... 
Company 
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O HELP you in making suggestions, 
OF when asked by employees or by per- 
sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 

The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, giving consultation service, or 
grading students’ papers. Some give their 
time and attention exclusively to I.A\S. 
work. Others who are in actual practice 
of public accounting or corporation ac- 
counting devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 

The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technical accounting, educa- 
tional, and business matters. 
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Educational Organization 
EXECUTIVE EDUCATIONAL FACULTY 
Stanley E. Beatty, C.P.A. 
re fn Cb Wee — C.P.A. 
aro . Boedeker, C.P. 
7OMNP A, BOS. AM, Sc.D CWE Emehol CPA; 

'.P.A., B.C.S., A.M., Sc.D. . W. Emshoff, C.P.A. 
President, International Accountants Stephen Gilman, C.P-A. 
Society, Inc.; Dean, School of Com- ohn A. Hinderions, CPA. 
merce, Accounts and Finance, New mat H M ve, CPA 
York University; Former President, CE P: ening os 7 
American Association of University Ri se — CPA 
Instructors in Accounting; Former GE Ta 1 WO} 3A. fh 
President, American Association of |. Go Ter OP - 

Collegiate Schools of Business. G. S. West, CA. a 
DEXTER S. KIMBALL Baik whitC PAC 
M.E., LL.D., D.Sc. 
Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, Ley 4 of Engineering, 
——— Savery s oes — 

erican iety of Mechanical En- 
ineers; her’ of “Cost Finding,” ADVISORY BOARD 
Industrial Economics,” and other Acter |. Beltaiy cre 
textbooks. Bruce Barton ‘ 

Wilford A. Beesley, C.P.A 
LEE GALLOWAY Reynold E. Blight, CPA. 
B:Sc., Ph.D. >. N. Carter, Ph.B., C.P. 
° Geoffrey S. Childs, B.C.S 
Vice ,Chairman, Board of Directors, W. J. Christian, C.P.A. 
International Accountants Society, Inc. ; William B. Cornell, oF 
Former Chairman, Board of Directors, jumes 3 cues “ 
The Ronald Press Company; Former © tyietce 11'B. AB.. C.P.A. 
Director, Department of Management, Villiam Dolge, C.P.A. 
5 ~ William g 
New York University ; author of “Office Rodney S. Durkee 
Management” and other textbooks. T. H. Frankling, C.G.A. 
GEORGE P. ELLIS a aaes F. Hucies CPLA. 
. Hughes, C.P.A. 
C.P.A. iE H. Hurdman, B.C.S., C.P.A. 
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Member of Faculty, International Ac- Roland B. Keays, C.P.A. 
countants Society, Inc.; Former Pres- Dexter S. Kimball, M.E., LL.D., D.Sc. 
ident, Illinois Chamber of Commerce; B. Lichtenberg, M.C.S, 
Former President, American Society of Harry E, Lunsford, C.P.A ais 


Certified Public Accountants; Former 
President, Executives Club of Chicago. 


STEPHEN GILMAN 
B.Sc., C.P.A. 


Vice President and Educational Direc- 
tor, International Accountants Society; 
Inc.; author of ‘Accounting Concepts 
of Profit,” ‘“‘Analyzing Financial State- 
ments,” “Principles of Accounting,” 
and numerous technical articles on ac- 
counting and allied subjects. 


John T. Madden, C.P.A., B.C.S., A.M., 
I. B. McGladrey, C.P.A. 

D. Walter Morton, Ph.D., C.P.A. 
F. W. Morton, C.P.A. 

Herman C. J. Peisch, C.P.A. 

J. A. Phillips, C.P.A. 

A. Lee Rawlings, C.P.A 

F. E. Roberts, C.P.A 

Lawrence W. Robson, F.C.A 
William A. Rogers 

Roscoe Seybold, B.S. 

John C. Shelly, C.A. 

R. Smethurst, Jr. C.P.A. 

F. H. Sommer, J.D., LL.D. 

A. C. Upleger, B.C.S., C.P.A 








The uniformly high caliber of the men who compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of Staff members in various advisory and consult- 
ing capacities provides the practical, broad viewpoint which is so necessary in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 
be glad to mail you, upon request, a copy of our 52-page booklet “ACCOUNTING —The Way to Business Success.” 
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DATES AHEAD 


Eastern Spring Conference 
April 13, 1942, New York City 


Tri-Control Conference 


(Buffalo, Rochester, Syracuse 
Controls) 


May 5, 1942, at Buffalo 


Midwestern Conference 
May 17-18, 1942, Cincinnati 


Pacific Coast Conference 
(Los Angeles and San Francisco 
Controls) 


Los Angeles, May 23, 1942 


llth ANNUAL MEETING 
September 21-23, 1942, Chicago 


MEETINGS OF CONTROLS 


February 


February 3—Buffalo, 
Cities 

February 4—Bridgeport 

February 5—Philadelphia 

February 9—Kansas City 

February 10—Cincinnati, Cleve- 
land, Milwaukee 

February 11—Baltimore, Detroit 

February 12—Dayton, Hartford 

February 17—New England, 
Syracuse 

February 19—Los Angeles, New 
York City, San Francisco 

February 23—Pittsburgh, St. 
Louis 

February 24—Chicago, District 
of Columbia, Houston 

February 25—Indianapolis, 
Rochester 


March 


March 3—Buffalo, Twin Cities 

March 4—Bridgeport 

March 5—Philadelphia 

March 9—Kansas City 

March 10—Cincinnati, Cleve- 
land, Milwaukee 

March 11—Baltimore, Detroit 

March 12—Dayton, Hartford 

March 17—New England, Syra- 
cuse 

March 19—Los Angeles, New 
York City, San Francisco 

March 23—St. Louis 

March 24—Chicago, District of 
Columbia, Houston 

March 25—Indianapolis, Roch- 
ester 

March 30—Pittsburgh 


Note: These are scheduled dates. 
Some changes may be made. 


Twin 





Recent Publications 


CONTROLLERS 
INSTITUTE OF AMERICA 


| “Papers and Addresses, Tenth Anni- 
versary Meeting.” What was talked 
about by the speakers and in the 
conferences, during three days of 
| meetings participated in by 900 
| controllers. 
December, 1941 270 pages $1.50 
| “Controllers’ Manuals of Instruc- 
| tion.” What type of controller's 
manual to use and what to put in it. 
A survey by the Committee on 
Technical Information and Re- 
search of The Controllers Institute 
of America. 


October, 1941 $1.00 


72 Pages 
“Controllership: Its Functions and 
Technique.” A book, 134 pages, 
by John H. MacDonald. A careful 


trollership today. Published, Au- 

gust, 1940. 

1940 134 Pages $2.00 

“Controllers’ Comments and Recom- 
mendations for Improvements in 
Present Income and Excess Profits 
Tax Laws.” A report of the Com- 
mittee on Cooperation with the 
Treasury Department of The Con- 
trollers Institute of America. 
May, 1941 16 Pages 25¢ 


“War Problems of Business As the 
Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 
1940 72 Pages $1.25 
“Budget Methods and Procedures of 

Manufacturing Companies.” A re- 

port of a Conference of Control- 

lers. 


June, 1939 $1.00 


40 Pages 

“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 24 Pages 75¢ 


Earlier Publications 


(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, then Chair- 
man of Research Council. 

1932 16 Pages 25¢ 


| “Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ 


Year Books 


1932, 1933, 1934, (1935 and 1936 
out of print) 1937, $2.00. 1938, 
$2.50. Year Book of 1939, $2.50. 





presentation of the status of Con- | 








51 








The 


Controller 








VOL. X 


FEBRUARY, 1942 





Leditortal Comment 


Post-War Problems 


HE importance of the post-war problems of 

business, and therefore of controllers, has been 
emphasized by two recent developments. The Con- 
trollers Institute of America is organizing a strong 
Committee on Post-War Controllership Problems; 
and the American Institute of Accountants has is- 
sued, through its Committee on Accounting Proce- 
dure, a bulletin, “Accounting for Special Reserves 
Arising Out of the War.” 

In tendering appointments to the Committee on 
Post-War Controllership Problems, President John 
A. Donaldson of The Controllers Institute is saying, 
in part: 

“Every controller recognizes the fact that, critical 
as current conditions and complex as present prob- 
lems are, they are simply forerunners of what we, as 
controllers, may expect to encounter as the war pro- 
gresses, and particularly during the period of transi- 
tion from a war-time economy to a peace-time econ- 
omy. 

“What a controller may do now in anticipation of 
the end of the war, as well as what steps he may take 
during this immediate, critical period, will form the 
basis of the studies which this Committee will make. 
There is apparently no end to the subjects, or the 
phases of the general subject. They include, for in- 
stance, the inflation problem, tax pyramiding, Gov- 
ernment control, spotty unemployment in non-de- 
fense firms, labor strength and activity, and indus- 
trial activity. 

“In a preliminary survey of the scope of the work 
of this Committee it was realized that at the close of 
the war or soon thereafter the United States will en- 
joy international cooperation, or will be subjected to 
international competition. Questions as to whether 
there will be an immediate economic decline, fol- 
lowed by a long upswing; or an extended period of 
depression; or continued high activity during the 
period of making up domestic shortages; or a return 
to normal cyclical swings, are but typical of the 
many which present themselves. That they are 
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largely controllership problems, or closely allied to 
controllership functions, is evident. 

“Some of the specific problems of industries, in- 
cluding those involved in the introduction of substi- 
tutes developed during the war, will form the basis 
of a portion of at least one of the studies to be made 
by this Committee. These are indications of the 
wide scope of the work which may be undertaken.” 

The setting up of reserves is a policy which for- 
ward looking companies are adopting, so far as they 
are able. The American Institute’s bulletin, which is 
reproduced in this issue, deals with the accounting 
for these special reserves. It finds a sympathetic re- 
sponse among controllers, who are in general agree- 
ment with it. One controller made this comment in 
a letter to The Controllers Institute: 

“In my opinion The Controllers Institute of 
America should endorse this proposition and in- 
clude it in its report and in its testimony before the 
Ways and Means Committee of the House, but it 
should be coupled with the provision that any such 
reserves that are set up must be invested in special 
Defense Bonds which might be termed Recovery 
Bonds at rates of interest not to exceed one per cent. 
and kept in such bonds until such time as required 
for the purposes for which established. 

“To make this palatable to the taxing authorities, 
however, it might be necessary to limit such reserves 
to some percentage of the taxable income in any one 
year and the question of the limit to be placed on 
such reserves would have to be studied from a stand- 
point of the various industries.” 

This is a subject concerning which much will be 
heard in coming months. What position the federal 
taxing authorities will take will of course have an 
important bearing on the problem. In fact, it will 
be the guiding factor. The subject will be discussed 
in coming meetings of controllers, both national and 
regional. 


Cost to Business of Public Accounting 


LMOST constantly over the span of a decade, 
since controllers of business concerns formed 
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their national organization, the matter of the cost to 
business of the services of public accountants has 
been before the controllers, and has received serious 
consideration. Scores of controllers have reported 
privately to The Controllers Institute of America the 
amounts of the reductions in public accountants’ fees 
which they have been able to bring about, by coming 
to a clear understanding with their public account- 
ants as to the programs to be followed in internal 
auditing, and in the establishment of effective con- 
trols. 

Reduction of fees of public accountants does not 
mean a lessening of net income to that profession, 
as close cooperation with controllers means that 
fewer man hours need be devoted to public audit- 
ing work, while at the same time attaining a closer 
check of a company’s operations and results. 

This is the time of year when such questions are 
before controllers and their company managements. 
Both controllers and public accountants agree that 
this is the best method to pursue. Harmonious ar- 
rangements as to scope of audits, fees, and the like 
will flow naturally from this close cooperation by 
the two groups of technicians. 


Sound Opinions of Leading Accountant 


Wt commend for careful reading the article by 
Mr. Samuel J. Broad, public accountant, which 
appears in this number. It is the substance of an ad- 
dress which he delivered recently in Milwaukee be- 
fore a group of members of The Controllers Insti- 
tute of America. 

Mr. Broad’s ideas are sound, as to the duties and 
responsibilities of a controller, and as to how the 


work of a public accountant, performed in a typical 
auditing engagement, ties in with the controller’s 
functions. His conclusions are forward looking, 
and are in step with the thinking of the leaders in 
controllership. Both controllers and public account- 
ants have moved ahead and have arrived at new con- 
ceptions, during the past two or three years, con- 
cerning these matters. It is encouraging to note that 
the leaders among public accountants are in prac- 
tical agreement with the conclusions which control- 
lers have enunciated as to the basic functions and 
the scope of their calling. 

Mr. Broad speaks of the need of controllers ac- 
quainting themselves with these definitions. It 
would be helpful, too, if the rank and file of public 
accountants were to study them and to follow this 
pattern. 


If Not One Governmental Agency, Then Another 


Reena are receiving from the Federal 
Trade Commission requests for financial and 
other data concerning the operations of their com- 
panies, set up in special, unusual forms, classifica- 
tions, and breakdowns, with which it is impossible 
to comply within the time limits set. The only re- 
course left to a controller is to reply that the data 
can not be prepared within the time limit set by the 
Commission. One controller was asked to supply 
these special reports covering three years, within 
twenty days. 

So far as can be determined, this information 
was sought on behalf of the Office of Price Admin- 
istration, which had not been endowed by law 
with authority to require it from business concerns. 
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“We Account For” 


The annual reports of business cor- 
porations, which will begin to appear 
soon, may greatly affect the future of 
all business. These reports will be 
studied carefully by governmental of- 
ficials, labor leaders, political and eco- 
nomic students, writers, and commen- 
tators, as well as by stockholders, 
employees, and the general public. 
Governmental officials will study the re- 
ports to discover evidence of profiteer- 
ing or to establish new or more severe 
methods of taxation. Many labor lead- 
ers will interpret the reports to mean 
that the “workers” can be paid higher 
wages and that the stockholders are be- 
ing unjustly enriched by exploitation 
of their employees. Others who study 
the annual reports will interpret them 
in various ways—some helpfully, some 
harmfully. 

Accordingly, as the reports are un- 
derstood and _ interpreted—govern- 
mental officials, labor leaders, stock- 
holders, employees, and the public are 
going to propose laws, make demands, 
or otherwise propose or take actions 
which may promote private business, 
restrict it, or even destroy it. The own- 
ers, employees, and the public are all 
vitally interested in the future of pri- 
vate business. Fundamentally, private 
business is a method by which the peo- 
ple are associated together—that is, 
working together to produce the things 
or goods and services they need. But 
because this is so poorly understood— 
in fact few people appear to know it 
—-private business is vulnerable to at- 
tacks which may destroy it. In its place 
some form of public business may be 
erected. 

Today—when ‘‘Remember Pearl 
Harbor” is a sign of national unity and 
a symbol of our determination to pro- 
duce and win, knowledge of the man- 
ner in which private business functions 
will aid us to produce more. It will 
also prevent us from undertakings 
which will weaken our power to pro- 
duce. Business enterprises are organ- 
izations of people for production of 
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goods and services. Goods—war ma- 
terials, we must produce. 

Therefore, it is necessary, this year 
more than ever, that the annual reports 
be clearly and directly written so that 
the facts may be known and that few 
misinterpretations will be possible. All 
accounts are agreed that the purpose 
of accounting is to record and display 
the truth concerning the transactions 
and status of the enterprise for which 
the accounting is done. Also, most ac- 
countants recognize that accounting 
forms and language are technical. This 
is necessarily true. Accounting has a 
special duty to perform—this requires 
special tools. Also accounting is the 
work of a relatively few people—they 
must use special words to make clear 
their meanings one to another. 


TOOLS OF A PROFESSION 


These two—special tools and un- 
usual words—are common to all pro- 
fessions and kinds of special activities. 
Attorneys and dentists, ministers of re- 
ligion and doctors of medicine use dif- 
ferent tools and words of special mean- 
ing. But because they must work 
closely with many people who do not 
khow or understand their special tools 
and language, many practitioners in 
these and similar professions have 
learned to translate their meanings into 
the general language of people. Ac- 
countants have been reluctant to do 


this. Only in recent years has an ad- 
vance been made. A first article to 
advocate a substantial advance in this 
direction appeared in THE CONTROL- 
LER, June, 1937. 

Many companies are using various 
forms of the “short form” or simpli- 
fied form of reporting receipts, costs, 
dividends, and other pertinent infor- 
mation to their stockholders and the 
public. The United States Steel Cor- 
poration uses a statement, “How the 
Corporation Earned Its Living,’ to dis- 
close in a concise, clear manner the 
functions it performs in the interest of 
people. The corporation sees itself as 
as agent of the people and used by 
them. to produce steel and related 
goods and to distribute the value 
thereof between government (taxes), 
bondholders and other lenders (inter- 
est), workers (wages), and owners 
(dividends and retained for future 
use). The corporation explains its op- 
erations in terms of people, ‘‘employed 
254,000 people on the average—be- 
longing to about 217,000—the public 
bought—.” 

Several other companies are doing 
equally fine work using the language 
of “Mr. and Mrs. Johnnie Q. Public” 
to explain the accounting for their op- 
erations. Among these are: Monsanto 
Chemical Company, Armstrong Cork 
Company, Johns-Manville Corporation, 
International Harvester, Illinois Cen- 
tral Railroad, The Borden Company, 





in many ways. 


_ Manufacturing Company. 





BRINGING HUMAN RELATIONS INTO THE ANNUAL 
REPORT OF BUSINESS 


Annual reports of companies this year, points out Mr. Eakin 
in this article, will be examined by many people and interpreted 
It is time, he says, that these reports be pre- 
| sented in such manner as to demonstrate clearly what they 
mean in terms of people, and the relations between people, in 
language that can be understood by ordinary people. 

Mr. Eakin is Vice-President and Controller of A. E. Staley 
He is the author of many articles, 
| among the most recent of which was ‘Defense, Business, and 
Democracy,”” which appeared in ‘’The Controller’’ for October. 


—THE.EDITOR 
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Standard Oil of New Jersey, General 
Mills, Inc., and many other large and 
small companies. 


ANOTHER FORWARD STEP 


It is now time that another forward 
step be taken in reporting upon oper- 
ations. The statements which have been 
used in recent years have prepared the 
way for this step. This next step re- 
quires that the investments of the own- 
ers be directly related to the use that 
is made of them. When this is done, 
then the entire relation of stockholders, 
employees, government, and the pub- 
lic will be made plain. Only those who 
will not understand can then believe 
that private business is an exploiter, or 
should be replaced by public business. 
That there is no mystic source of prof- 
its will be clear to all—only work with 
tools produces income. 


SHORT FoRM STATEMENTS Do Nor 
REPLACE FORMAL ONES 


Before presenting and discussing 
this next step, it should be made clear 
—these special or short form state- 
ments do not replace the formal and 
technical statements of accounts. Con- 
trollers, public accountants, and other 
technicians in accounting and business 
management must retain and improve 
their technical forms and language. 
Only thus can they advance their 
knowledge. The general terms used 
in statements for explanation of busi- 
ness to a general public are not definite 
enough to disclose the meaning of the 
hundreds of technical and special re- 
lations that develop in business prac- 
tice. Business has many legal, eco- 
nomic, and governmental aspects and 
relations. These can be described in 
detail only by use of an exact technical 
language. Further, these simple forms 
for the public are not without their 
counterpart in the technical forms. The 
“How the Corporation Earned Its Liv- 
ing” of the United States Steel Cor- 
poration is a counterpart of ‘‘Consoli- 
dated Statement of Income” prepared 
by the controllers. The new state- 
ment, “We Account For,” is a counter- 
part of the “Combined Income and 
Surplus Statement” now used by con- 
trollers and public accountants. 
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These general statements are but re- 
arrangements and reclassification of the 
technical accounts and descriptions into 
general accounts and commonplace de- 
scriptions. By means of these simple 
statements, the technicians—control- 
lers and public accountants—can con- 
vey to the public the meanings of busi- 
ness and thereby enlist the support of 
the public and governmental officials. 
Private business is truly operated in the 
public interest. It can be proven that 
governmental-owned business is less 
productive of the public good than 
private business. The public will see 
this when the controllers use proper 
forms and language to explain business 
as it is and not as its technical and 
legal forms and language make it ap- 
pear. 


RECOGNIZING BUSINESS RELATIONS 
AS HUMAN RELATIONS 


The statement, ‘““We Account For,” 
presented below brings into relation 
the stockholders (people), workers 
(people), governmental officials (peo- 
ple), and the public (again people). 
In fact, many people as individuals 


35 


embrace within themselves—stock- 
holder, worker, and public; or stock- 
holder, governmental employee, and 
public. Business relations are human 
relations. The treatment a stockholder 
gives a worker or vice-versa is in real- 
ity—HOW ONE PERSON TREATS 
ANOTHER PERSON. While because 
of legal forms it may appear as a Soul- 
less Corporation against an employee; 
the facts are, for the United States 
Steel Corporation it is 217,000 people 
as stockholders and 254,000 people as 
employees. If either takes or demands, 
it is from the other. 


“We ACCOUNT For” 


Stockholders invest their savings in 
a business that they may earn an in- 
come from their savings and may have 
their savings returned to them when 
needed. Employees, including man- 
agement, use these savings to build 
plants, purchase materials, and produce 
and sell goods and services. By pay- 
ing wages, taxes, interest, and divi- 
dends, the value of the goods and serv- 
ices produced and sold is distributed 
among the people. 


“We Account For’ 


Stockholders’ Savings: 
At the beginning of the year the owners 
of this corporation had invested savings 
in the amount of 

Their investment of savings was used to 
build plants, employ workers, purchase 
materials and produce goods and serv- 
ices sold to the public for 

This value of goods and services was dis- 
tributed and used as follows: 
To others for materials and services pur- 
chased for production 
To replace and restore plant and equip- 
ment (depreciation) 
To banks and others for monies bor- 
rowed (interest) 
To government (taxes) 
To workers for their time, knowledge, 
and services (wages, salaries, benefits) 
To owners as wages for the use of their 
savings (dividends) 


Total distributed 
Retained in the business to provide new 
plant equipment and to safeguard jobs 


and savings 


Stockholders savings at end of year 
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Per Dollar of Goods 
Produced and Sold 


Averages: 
Value of goods and services 
to the public 


“ 


Paid to others 
Required to maintain plant 
Paid to government 
Paid to workers 
Paid to owners 

Total distributed 
Retained in the business 


a KK KK OK 


Facts WiTH WHICH To FACE THE 
THEORIST 


Careful consideration of this state- 
ment will disclose it to be an arrange- 
ment of the accounts of a corporation 
to clearly set forth the use made of the 
private business enterprise. The sav- 
ings of the people are assembled and 
used. Goods and services that the peo- 
ple desire are produced and sold at 
prices they will pay. The proceeds of 
the sales are then divided between 
government and the people who saved 
and worked. If the distribution as 
made is not in the best interest of the 
public, it can clearly be seen how any 
part can be taken away from some and 
given to others. Or if it is thought 
that public ownership is better than 
private ownership, then the changes to 
be made can be discussed as practical 
and specific actions and not as abstract 
and general actions. The specific 
changes to be taken can be named and 
their effects considered. The discus- 
sions of wages, taxes, dividends, sav- 
ings, and ownership are made in form 
and language all people understand. 
In this manner the case of private busi- 
Mess versus governmental ownership 
can be fairly considered. The attacks 
of theorists can be met on practical 
grounds. Theory must bow to facts. 

A practical application of the above 
statement is given below. This state- 
ment is the author's arrangement and 
interpretation of information contained 
in the Annual Report of 1940 of a 
large corporation doing business in all 
the states and several foreign countries. 
It was owned by over 47,000 stock- 
holders at December 31, 1940, and 
employed more than 27,000 workers 
(average) in 1940. Since the author 
is solely responsible for this arrange- 
ment and interpretation, the name of 
the corporation is not given. This 
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Per Dollar of 


Per Employee Savings Used 
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statement is given for illustrative pur- 
poses only, and comments made are de- 
signed only to convey the author’s 
views. 


INTERPRETING THE STATEMENT 


The above statement can be inter- 
preted as follows: One dollar of sav- 


ings was required to produce for the 
public $2.24 worth of goods during 
the year 1940. The price paid by the 
public for these goods was distributed 
as to each dollar—67.6 cents for raw 
materials, 2.8 cents to replace plant 
equipment, three cents to government, 
23.1 cents to workers, 2.8 cents to the 
owners (a return of 6.7 per cent. on 
their savings), and 7/10 of a cent was 
retained. Or the services of this corpo- 
ration can be stated another way: Each 
employee (worker) on the average 
purchased $5,409 of raw materials to 
produce $8,002 of goods which was 
sold to the public. Out of the remainder 
($2,593), the employee was paid 
$1,849 or 71%, government was paid 
(Please turn to page 79) 


“We Account For” 


Stockholders’ Savings: 


At the beginning of the year the owners 
of this corporation had invested savings 
in the amount of 


Their investment of savings was used to 
build plants, employ workers, purchase 
materials, and produce goods and serv- 
ices sold to the public for 


This value of goods and services was dis- 
tributed and used as follows: 
To others for materials and services pur- 
chased for production 
To replace and restore plant and equip- 
ment (depreciation) 
To government (taxes) 
To workers for their time, knowledge, 
and services (wages, salaries, benefits) 
To owners as wages for the use of their 

savings (dividends) 


Total distributed 
Retained in the business to provide new 
plant equipment and to safeguard jobs 


and savings 


Stockholders savings at end of year 





Per Dollar of Goods 
Produced and Sold 
(cents) 
Averages: 
Value of goods and services 
sold in public 100.0 
Paid to others 67.6 
Required to maintain plant 2.8 
Paid to government 3.0 
Paid to workers 23.1 
Paid to owners 2.8 
Total distributed 99.3 
Retained in the business aw 


$97,446,689 


$217,282,270 


$146,872,437 





6,016,187 
6,477,171 
50,333,858 
6,155,386 
$215,855,039 
$ 1,427,231 
$98,873,920 
Per Dollar of 
Per Employee Savings Used 
(dollars) (dollars) 
8,002.00 2.240 
5,409.00 1.514 
224.00 .063 
240.00 .067 
1,849.00 S17 
224.00 .067 
7,946.00 2.228 
56.00 012 








The Controller’s Responsibility 
to Private Enterprise 


The independent public accountant 
and the controller have a great deal in 
common; our roads are almost parallel. 
It is because of this that I do not hesi- 
tate to appear before you tonight as a 
public accountant and to discuss the 
subject of ‘“The Controller's Responsi- 
bility to Private Enterprise,’ although 
I have never myself held the title of 
controller. Our objectives are very 
much the same, though the controller’s 
duties embrace a large field which is 
usually outside the role of the public 
accountant. Most of our work looks 
towards a proper recording, analysis 
and reporting on the management's 
stewardship of other people’s property 
and on the results of that stewardship. 

Our approach too should be the 
same; it should be objective and im- 
partial. The controller's work may be 
more constructive in that it is his re- 
sponsibility to see that the facts and 
transactions are properly recorded in 
the first place and, being on the job the 
whole year round, he has the oppor- 
tunity of interpreting transactions as 
they arise, whereas the external audi- 
tor’s approach is perhaps more ana- 
lytical and critical in nature and he 
usually passes upon most matters in 
retrospect after the transactions have 
been consummated and entered. 

In view of this close relationship of 
our activities and interests, it is most 
desirable that we should meet together 
occasionally as we are doing tonight 
and exchange viewpoints. It is also de- 
sirable that there should be continual 
cooperation and coordination of activi- 
ties and thought between organizations 
such as your own and those represent- 
ing the certified public accountant. 


CHECKS AND BALANCES 


It is, I think, one of the funda- 
mentals of the democratic process that 
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responsibilities and the authority neces- 
sary to carry them out should go hand 
in hand. Starting with the old cry of 
“No Taxation Without Representa- 
tion” and carrying through to the sys- 
tem of checks and balances which are 
provided in our national Constitution, 
this doctrine has, I think, been gen- 
erally inherent in our political thought. 

Representative government has as its 
foundation the delegation of authority 
and responsibility by the many to the 
few whom they elect to represent them. 
In recognition of human frailties and 
human fallibility there has developed 
with time a system of checks and bal- 
ances whereby those engaged in one 
sphere of government act as a brake 
against usurpation of power or against 
errors by those in another sphere. In 
our country the functions of the legis- 
lative, executive and judiciary are 
limited and are separated distinctly by 
definition in the Constitution, and each 
group in the past has jealously guarded 
its authority and its responsibilities. In 
the popular mind, authority and re- 
sponsibility do go hand in hand so 
that, for example, the Congress which 
has the legislative power is expected to 
pass laws which are beneficial and 
which do substantial justice. 


CORPORATE PROCEDURE DEVELOPS 
ALONG DEMOCRATIC LINES 


Consciously or unconsciously, cor- 
porate procedure has developed, and 
continues to develop, along similar 
lines. The stockholders delegate the 
management of their properties to di- 
rectors elected by them; the directors 
formulate policies and elect officers as 
administrative agents to carry out those 
policies. The duties of the officers are 
usually Jaid down in by-laws approved 
by the stockholders, and each officer 
is responsible to the board of directors 
or the stockholders for the proper per- 
formance of the duties assigned to him. 

The most important administrative 
duties usually center in the president 
of a corporation, who also exercises 
general supervisory control over the 
junior officers and is quite frequently 
the connecting link between them and 
the board of directors. 

Thus, when we come to talk about 
the responsibilities of the controller, 
we have to recognize that they must be 
considered as being related to his posi- 
tion in the organization and as being 
limited unless his position is such as 
will permit him effectively to carry 
them out. I shall say more about this 





existence. 





A DISTINGUISHED ANALYSIS OF CONTROLLERSHIP 
FUNCTIONS IN AN INDUSTRIAL WORLD 


In this address, delivered on December 9, 1941, before the 
Milwaukee Control of The Controllers Institute of America, Mr. 
Samuel J. Broad, Partner of Peat, Marwick, Mitchell & Company, 
Certified Public Accountants, states clearly many of the prin- 
ciples which The Institute has fostered since the first days of its 


Responsibilities of the controller, and the authority which he 
should assume, are subjects in which every controller is vitally 
concerned. Mr. Broad’s address is a strong and distinguished 
exposition of those duties and those powers. 


—THE EDITOR 
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later; let us first consider the subject 
of the controller’s responsibilities in 
the abstract. And let me say first that 
I am speaking of the person who per- 
forms the function of controller, re- 
gardless of what his title may be. 


THE ACCOUNTING OF THE 
CORPORATION 


The accounting of the corporation 
must necessarily fit into the general 
picture of corporate responsibility. The 
ultimate responsibility for manage- 
ment, as I have pointed out, resides in 
the Board of Directors. The main- 
tenance of adequate and reasonably ac- 
curate accounts and the provision of 
adequate checks and controls is one 
function of management and the one 
in which both the controller and the 
public accountant are particularly in- 
terested. The Securities and Exchange 
Commission, in its release on the Inter- 
state Hosiery Company had this to say 
on the subject: 


“The fundamental and primary respon- 
sibility for the accuracy of information 
filed with the Commission and dissemi- 
nated among the investors rests upon 
management. Management does not dis- 
charge its obligations in this respect by 
the employment of independent public ac- 
countants however reputable. Account- 
ants’ certificates are required not as a sub- 
stitute for management’s accounting of its 
stewardship, but as a check upon that ac- 
counting.” 


The New York Stock Exchange ex- 
pressed itself similarly in a report by 
the Sub-Committee on Audits and 
Audit Procedure of the Committee on 
Stock List in 1940. This report, which 
was adopted by the Board of Govern- 
ors of the Exchange, contains the fol- 
lowing: 


“The primary responsibility for the ac- 
curacy of the records lies with the man- 
agement, and many large corporations 
have recognized the complexity of the 
problem as well as their responsibility by 
maintaining extensive systems of internal 
control, by which the records kept by any 
one person are automatically checked by 
one or more other persons in unrelated 
departments, and of internal audit, by 
which tests are continuously made of the 
efficacy of internal control. It seems a 
fair statement to say that such devices, 
especially when properly applied by an 
internal auditor or controller whose work 
is performed independently of officials, 
are in large companies apt to be more 
efficacious in uncovering irregularities 
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than are the less frequent examinations by 
an independent auditor. The latter, how- 
ever, assumes responsibility in making an 
additional check, which, if occasional and 
less detailed, derives great value from the 
independence and from the accumulated 
general experience of the auditor.” 


THE FUNCTION OF THE CONTROLLER 


In accounting, however, as in other 
administrative matters, after making its 
decisions as to matters of policy, the 
Board of Directors necessarily must, 
and does, delegate the responsibility 
for carrying them out to the admin- 
istrative officers and the Board nat- 
urally looks to the controller as the 
administrative officer to deal with the 
accounting. 

Formerly, accounting dealt almost 
entirely with the recording of histor- 
ical facts and transactions. Among the 
primary responsibilities of the control- 
ler is the duty to prescribe accounting 
methods to be followed in the record- 
ing of transactions and accounting 
principles to be applied in their inter- 
pretation. The methods should be 
such as will provide for an accounting 
by those responsible and accountable 
to the corporation for its assets such as 
cash, inventories, accounts receivable, 
and the like. It seems clear that if the 
controller is to act as a check on those 
accountable, he should have little or no 
part of the direct responsibility for the 
assets and transactions themselves. 
Thus, in my view, little or no part of 
the direct responsibility for manage- 
ment and operation of the business 
should be his, though he will have a 
voice in formulating underlying busi- 
ness policies. 

To illustrate, he should not have 
custody of the securities, or authority 
for the purchasing, receipt and ship- 
ping of goods, or the responsibility for 
keeping the cash book. If he is to pro- 
vide a check and control over these 
functions of management and oper- 
ation and be in a position to criticize 
them, he should not be placed in the 
invidious position of checking or criti- 
cizing his own actions or those of his 
own department. I would even carry 
this so far as to say that while the con- 
troller might countersign checks as in- 
dicating that vouchers or other date 
supporting the propriety of the pay- 


ment have passed under his review, 
the controlling signature on which the 
checks are paid should be that of the 
Treasurer or someone in the Treas- 
urer’s department and not the control- 
ler. 

Let me repeat that I am speaking of 
the officer who occupies the functional 
position of controller. If the officer 
who enjoys the title of controller is in 
reality an operating executive, the per- 
son who does function as controller, 
call him Auditor or what you will, 
should have this position of inde- 
pendence from operations. 

An important tool of the controller 
in seeing that the accounting methods 
and principles prescribed are followed 
out and that responsibilities of others 
for the assets under their control are 
met, is the system of internal check 
and control, including the operation of 
the internal audit department, if the 
situation is such that the latter is 
deemed advisable or necessary. Thus, 
provision of an adequate system of in- 
ternal check and control is one of the 
major duties of a controller. 

I regard the system of internal check 
and control as a kind of system of 
checks and balances within the organi- 
zation itself. Perhaps it would be well 
to define the term, and this is the way 
it is described in the bulletin of the 
American Institute of Accountants, 
“Examination of Financial Statements,” 
issued in 1936: 


“The term ‘internal check and control’ 
is used to describe those measures and 
methods adopted within the organization 
itself to safeguard the cash and other as- 
sets of the company as well as to check 
the clerical accuracy of the bookkeeping. 
The safeguards will cover such matters as 
the handling of incoming mail and re- 
mittances, the proceeds of cash sales, the 
preparation and payment of payrolls and 
disbursement of funds generally, and the 
receipt and shipment of goods. These 
safeguards will frequently take the form 
of a definite segregation of duties or the 
utilization of mechanical devices, For ex- 
ample, the cashier will have no part in 
the entering of customers’ accounts or the 
preparation of their statements, and 
neither he nor the ledger keeper will have 
authority to issue or approve credits to 
customers; the clerk recording the labor 
time and preparing the payroll will not 
be permitted to handle the funds; ap- 
proval and entry of vouchers will be 
made by others than the disbursing of- 
ficer; and stock records and inventory 
control will be kept independent of both 
the shipping and receiving departments. 
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The extent to which these and other 
measures are practicable will naturally 
vary with the size of the organization and 
the personnel employed.” 


This description of internal check 
and control does not refer specifically 
to the work of the internal auditor, 
though that is obviously included 
within its scope. Internal check and 
control is twofold in its character; 
first, there are those checks and con- 
trols which are automatically provided 
by the accounting system itself and by 
the segregation of duties; and second, 
those superimposed by the utilization 
of employees, internal auditors, spe- 
cifically charged with the duty of 
checking the work of others. 


INTERPRETATION OF ACCOUNTS 


The foregoing relates to the respon- 
sibilities of the controller insofar as 
they relate to the historical recording 
of assets and transactions. This is not 
perhaps the most important part of his 
work. Of increasing importance is the 
interpretation of the accounts and their 
effective analysis and presentation in a 
manner which will make them an im- 
portant mechanism in making man- 
agement effective. The controller is by 
training and experience probably the 
best qualified member of the organi- 
zation to make statistical studies look- 
ing to the formulation and determi- 
nation of business policies. I will 
endeavor to give only one or two ex- 
amples of the type of information fre- 
quently involved. 

Determination of policies as to in- 
ventories, selling effort and other fi- 
nancial and operating matters is fre- 
quently ascertained by means of budgets 
and budgetary control. The prepara- 
tion of budgets obviously comes within 
the field of the controller’s duties. De- 
pending upon requirements these 
budgets may take the form of cash 
budgets, operating expense budgets, 
and flexible operating budgets showing 
the result of greater or lesser volume 
of business upon the operating ex- 
penses and the effect of a varying gross 
profit percentage at different levels. 
The controller’s analysis of these facts 
is frequently a necessary preliminary 
to the determination of operating and 
financial policies. 
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The controller is also often in the 
position to make studies to show 
whether it is profitable or otherwise to 
carry on business in certain territories 
or with certain classes of customers. He 
may show whether it is profitable to 
continue or discontinue certain prod- 
ucts. His analysis and comparison of 
the effectiveness of operations at dif- 
ferent locations and branches can fre- 
quently result in providing a yardstick 
by which to measure efficiency and, as 
such, is frequently most valuable to the 
management. 

These examples are merely sugges- 
tive of the type of constructive serv- 
ices which a controller can render to 
his organization and the value of what 
he can do towards promoting the earn- 
ings and sound financial position of 
the enterprise. Probably studies of this 
type should at times be started on the 
initiative of the controller himself 
where he has reason to believe that 
they will be effective. They look to 
the enhancement of the operating prof- 
its of the corporation. 

When policies have been determined 
by the Board of Directors or the op- 
erating management it is another part 
of the function of the controller to see 
whether they are carried out insofar as 
that can be shown by the accounts. 
While no controller likes to look upon 
himself as the policeman of the or- 
ganization, he is nevertheless called 
upon to have many of the attributes of 
a watchdog. 


TAX RESPONSIBILITIES 


But the controller should not be con- 
tent to rest at this point. He should 
endeavor further to see that as much 
of the operating profits of the corpora- 
tion as can properly be retained are re- 
tained. I refer to the minimizing of 
such expenditures as income taxes. 
Even in those cases in which the cor- 
poration has a separate tax department, 
I do not think the controller can prop- 
erly wash his hands of tax matters. The 
preparation of tax returns involves 
many difficult and important problems, 
and today accounting policies, as well 
as the manner of putting through 
transactions, are affected to a major 
extent by the incidence of taxation. No 
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one in the organization is in a better 
position than the controller to consider 
taxation from its accounting angles, 
whether the decision be as to the man- 
ner of deferring income on instalment 
sales, or the adequacy of the provision 
for depreciation, or the method of 
stating the inventory, or any of many 
other important accounting policies. 
The controller today, I think, if he is 
to measure up to his full responsibili- 
ties, should give careful consideration 
to the result of policies and methods 
of effecting transactions upon present 
taxes, and upon future taxes as far as 
they can be measured. 

Just to give one example, in many 
lines of industry a controller who has 
not given some consideration to the ad- 
visability of adopting the last-in first- 
out method of determining inventory 
costs may have missed an opportunity 
of conserving profits for the enterprise. 
I mention this merely by way of ex- 
ample and not with the intention of 
sponsoring the last-in first-out method 
particularly, because that method is 
not suitable in many cases, and in 
other cases the time for it to be effec- 
tive in minimizing taxes has already 
passed. But in those cases where the 
method is applicable, and where the 
results of studies show that it repre- 
sents sound financial policy and that 
a tax-saving is likely to result from its 
adoption, it is worthy of careful con- 
sideration. 


AUTHORITY OF THE CONTROLLER 


I have suggested that in the sphere 
of business as in the sphere of govern- 
ment, authority and _ responsibility 
should go hand in hand if the respon- 
sibilities are to be fairly placed and 
adequately met. Let me develop this 
thought a little further. 

Management, which has the respon- 
sibility for its stewardship of the com- 
pany’s properties, should have its pow- 
ers limited only to the extent necessary 
for the public welfare. Similarly, of- 
ficers responsible for the various de- 
partments of the business—selling, 
purchasing, accounting, and so on, re- 
quire the authority necessary to carry 
out the general policies and duties laid 
down for them by the management. 
This applies to the controller as to the 








60 


other officers. In testifying at a hear- 
ing before the Securities and Exchange 
Commission early in 1940, I made the 
following statement: 


“A lot has been said about the impor- 
tance of an effective system of internal 
check and control within the organization, 
and this applies more particularly to the 
Operating accounts as distinct from the 
balance sheet. 

“It is usually not essential in any large 
organization, and it is obviously impos- 
sible within the bounds of a reasonable 
fee, for the auditor to check more than a 
small proportion of the actual transac- 
tions consummated during the period un- 
der examination. 

“For this reason, the effectiveness of 
the system of internal check and control 
is receiving an increasing attention from 
auditors. Such control naturally centers 
in the comptroller or similar official 
within the organization; and anything 
which increases the power, the prestige 
and the independence of this officer would 
tend to make his function within the 
organization more valuable. 

“Every large business enterprise nat- 
urally divides itself into such functions as 
sales, purchasing, manufacturing, and ac- 
counting. There is usually one officer re- 
sponsible for each of these departments, 
and the officer in charge of the account- 
ing department, often called the comp- 
troller, usually has little or no part in the 
actual operation of the business. His du- 
ties are primarily to keep the accounts 
and to report upon the operation of the 
other departments through financial state- 
ments and other media, to maintain ef- 
fective internal check and control, as well 
as to see that the assets of the corporation 
are properly safeguarded. 

“The comptroller has at times been 
looked upon as a junior official of the 
corporation, and sometimes he is not 
even an officer. His position, his pres- 
tige, and his value would, I believe, be 
increased were he elected as an officer by 
the board of directors, at least in the 
larger organizations, instead, as is fre- 
quently now the case, of receiving his ap- 
pointment from an officer; it might some- 
times be preferable if he were even a 
director.” 


It has occasionally been suggested to 
me by controllers and others that in 
making these remarks I was too ideal- 
istic and too theoretical, and that this 
would not work in a practical world 
because the controller as an individual 
would not be prepared to assert the 
independence which my suggestion in- 
ferred he should possess. I cannot 
help but feel, however, that the re- 
sponsibilities which are placed at the 
controller's door require for their 
proper fulfillment a great degree of 
independence, and will often necessi- 
tate that he direct attention to weak- 
nesses in other departments. It is to 
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the interest of the enterprise as a whole 
that these responsibilities should be 
carried out, and if that in turn means 
a strengthening of the controllet’s posi- 
tion, I believe it is in the public inter- 
est to strengthen it. Experience shows 
that a man of the right type rarely, if 
ever, has to assert his authority. 

Perhaps this level of authority and 
influence has not yet been attained in 
the majority of cases but I believe it is 
being more closely approached. One 
of the recommendations of your or- 
ganization contained in a suggested 
short form of by-law which is repro- 
duced in the current program of your 
Control is that the duties of the con- 
troller be fixed by the By-Laws, that 
he attend all meetings of the Board of 
Directors and of the Executive Com- 
mittee, and that he report to the Presi- 
dent and/or Board of Directors as the 
latter may prescribe. There is no doubt 
that the fixing of the controller's du- 
ties in the By-Laws of the corporation 
is a step in the right direction. In an 
increasing number of corporations the 
controller is being appointed by the 
Board of Directors or is himself a 
member of the Board. 


PERSONALITY 


Of course, if the controller is to at- 
tain the full measure of his responsi- 
bility and his authority he must meas- 
ure up to the job, not only in experi- 
ence and ability but also in personality. 
He must possess a combination of 
brains and character, of tact and firm- 
ness, and be able to draw a fine line 
between cooperation and independ- 
ence. Obviously he must be the type 
of man in whom the President can 
have confidence and, even in those 
cases in which the formal appointment 
may be made by the Board of Direc- 
tors, the President will doubtless have 
an important voice in his selection. 

Your Institute thus has an impor- 
tant, and dual, function to fulfill; it 
should not only endeavor to improve 
the position of the controller, but it 
should also carry on the collateral task 
of improving the controller himself, 
by increasing his knowledge, building 
up his technique and his morale, and 
providing an interchange of ideas for 
mutual benefit and improvement. 


SHOULD BE OBJECTIVE THINKER 


Perhaps more than any other officer 
of the organization, the controller 
should have the objective approach and 
should not be the victim of wishful 
thinking He might adopt the post- 
man’s motto engraven over the New 
York Post Office: ‘‘Neither rain nor 
snow, nor heat nor gloom of night 
stays these couriers from the swift com- 
pletion of their appointed rounds.” In 
conclusion let me quote a description 
of an auditor from the pen of Elbert 
Hubbard ; I think it may apply as much 
to the controller as to the public ac- 
countant: 

“The typical auditor is a man past mid- 
dle age, spare, wrinkled, intelligent, posi- 
tive, non-committal, with eyes like a cod- 
fish, polite in contacts but at the same 
time unresponsive, cool, calm, and as 
damnably composed as a concrete post or 
a plaster of paris cast; a human petrifica- 
tion with a heart of feldspar and without 
charm of the friendly germ, minus bowels 
of compassion or a sense of humor. Hap- 
pily they seldom reproduce, and all of 
them finally go to Hell.” 

This description, of course, applies 
to the controller only in his functional 
capacity, and not in his personal rela- 
tionships. In short, he should be in- 
dependent and objective. Though bat- 
tered by the winds of opposition, 
pulled by the subtle tides of self-in- 
terest, and deluged by a rain of argu- 
ments, he must retain his balance and 
keep his eyes fixed on the light of 
truth. As you are able to approach 
this ideal, so you will increase your 
stature and attain the measure of your 
proper responsibility, and influence, in 
the business community. 





BACK NUMBERS OF 
“THE CONTROLLER” WANTED 


Any reader who has cop- 
ies of ‘The Controller’ for 
May, 1934, February, 1936, 
September, 1937, May, 
1939, June, 1939, April, 
1940, May, 1940, or Octo- 
ber, 1940, for which he has 
no further use, is invited to 
send them to the publica- 
tion office, One East Forty- 
second Street, New York, 
N. Y. The regular rate of 
50 cents will be paid for 
each copy. 
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Balance Sheet Treatment of Tax 
Anticipation Notes 


On July 22, 1941, the Treasury De- 
partment announced the offering for 
sale of two issues of notes of the 
United States Government, designated 
Treasury Notes of Tax Series A-1943 
and Series B-1943. The notes are dated 
August 1, 1941, and mature August 1, 
1943. The salient features of these 
notes are: 


1. The notes of both series (but not 
more than $1,200 principal amount of 
Series A from any one owner in any 
period of twelve consecutive months) 
will be acceptable, at par and accrued 
interest, in payment of Federal income 
taxes. If used for this purpose the 
Series A notes carry an annual interest 
rate of 1.92 per cent. and Series B an 
annual interest rate of .48 per cent. 

2. The notes of both series can be 
redeemed for cash at the purchase price 
at or before maturity. The Series A 
Notes can be redeemed before matur- 
ity without advance notice, but the 
Series B may be redeemed before ma- 
turity only after 60 days from date of 
issue and on 30 days’ advance notice. 

3. The notes are not transferable. 

4. No hypothecation of the notes on 
any account will be recognized by the 
Treasury Department, and they are not 
acceptable to secure deposits of public 
money. 


How THEY DIFFER 


The notes differ from any securities 
which have previously been offered by 
the Treasury Department in that they 
(a) do not bear interest unless used 
in payment of Federal Income Taxes, 
(b) are not transferable and hence are 
not marketable, and (c) cannot be hy- 
pothecated on any account. These are 
very important points in considering 
the proper balance sheet treatment of 
these tax notes. 

There are three ways suggested for 
showing the tax notes in a balance 
sheet: 
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1. As a current asset. 


2. As a deduction from the tax 
liability, making full disclosure of both 
the amount of the liability and the 
amount of the notes. 

3. As an item on the asset side of 
the balance sheet separate and apart 
from current assets with a similar 
amount of tax liability shown also in 
a separate caption on the liability side 
below the current liabilities section. 

Because these notes have been of- 
fered very recently and differ from any 
other type of government security, 
there will naturally be difference of 
opinion as to their proper treatment 
in the balance sheet with the result 
that there will be lack of uniformity 
in the showing of these notes in the 
annual reports for the year 1941. I 
believe, however, that of the various 
methods there must be one which is 
more desirable than the others. I shall 
attempt to review the merits of each 
method of balance sheet presentation 
and endeavor to come to some conclu- 
sion as to the most desirable one. 


COMPANIES WILL Not CONVERT 
NoTEs INTO CASH 


The inclusion of tax notes in cur- 
rent assets can be supported only on 
the ground that they can be converted 
back into cash. This is true, but such 


conversion will only happen in iso- 
lated instances where emergencies cre- 
ate an urgent need for cash. In virtu- 
ally all cases the notes will be used 
for the purpose for which they were 
purchased, namely, in the payment of 
Federal income taxes and will never 
be redeemed for cash. It is difficult to 
conceive of companies buying these 
notes with the idea of later converting 
them back into cash. 

If the tax notes did not carry the 
redemption feature, which was ap- 
parently included to make their pur- 
chase more attractive, there would be 
no basis for classifying them as a cur- 
rent asset. It is my opinion that the 
mere inclusion of this redemption fea- 
ture is not a sufficient reason for show- 
ing them as a current asset. It does not 
necessarily follow that because assets 
can be converted into cash they should 
be included in current assets. If such 
were the case other assets such as plant 
property, long term investments, in- 
surance deposits and other items to the 
extent of their cash value, would be 
classified as current assets. The reason 
they are not so classified is that in the 
normal course of events they will not 
be disposed of for cash but will be 
retained in the business. In classifying 
assets for balance sheet purposes their 
ultimate use should be a governing 
factor. 





| given on the balance sheet. 





TAX ANTICIPATION NOTES SHOULD BE CARRIED AS A 
DEDUCTION FROM TAX LIABILITY 


That is the opinion of Mr. D. M. Sheehan, Comptroller of 
Monsanto Chemical Company, St. Louis, Missouri, who presents 
here an analysis of the various treatments these notes might be 


Mr. Sheehan is not dogmatic in his discussion of this current 
controllership problem, but his remarks on the “current asset”’ 
| treatment of tax anticipation notes should be read by the con- 
| trollers of all companies which have purchased them. 


—THE EDITOR 
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SHOULD BE SHOWN AS REDUCTION 
OF LIABILITY 


In the final analysis, therefore, from 
a practical standpoint, the tax notes do 
not belong in current assets for the 
reason that, in effect, their purchase 
constitutes a payment on account of 
the income tax liability. It appears 
logical, therefore, that these notes 
should be applied in the balance sheet 
as a reduction of this specific liability. 
I believe that the assets and liabilities 
of a company should be shown on the 
balance sheet in such a manner as to 
enable the reader of the balance sheet 
to readily obtain a clear picture of the 
financial position of a company. It is 
my opinion that this can best be accom- 
plished in the case of tax notes by 
showing them as a deduction from the 
liability account as such presentation 
clearly reflects the ultimate disposition 
of these notes. 


OBJECTIONS 


I have discussed this method of pres- 
entation with accountants and lawyers 
in various parts of the country, and 
have found that where there has been 
objection to deducting the notes from 
the liability account it was based prin- 
cipally on the following reasons: 

1) The liabilities as shown on the 
balance sheet should reflect the legal 
liabilities of the company and by de- 
ducting tax notes from the tax liability 
this principle is violated, and 

2) It is very unusual to deduct an 
asset from a liability and that by so 
doing in the case of tax notes, a prece- 
dent would be established which might 
lead to the netting of other assets 
against liabilities in violation of good 
accounting practice. 

As stated above, the balance sheet 
should disclose the full or legal liabil- 
ity for Federal income taxes, as well as 
the amount of the notes which are 
deducted therefrom, the net amount 
representing the actual liability for 
taxes which must be paid from current 
assets. This can be accomplished in 
either of two ways, as follows: 


1) By showing both amounts 
in the description of the 
liability for Federal income 
taxes, such as: 
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Estimated Federal  in- 
come taxes $10,000,000 
less Treasury tax notes 
$5;0001000 5 \5..5..:sic000 5 $5,000,000 


2) By showing the full tax li- 
ability, the tax notes and the 
net amount as separate items, 
as follows: 

Estimated 
Federal in- 
come Taxes $10,000,000 
Less Treas- 


ury tax notes 5,000,000 


Net Estimated Income 
Lalit lt: ee $5,000,000 


If the company has purchased tax 
notes in excess of their tax liability for 
the year, such excess can be shown 
either as a non current or a current 
asset depending upon whether the 
notes will be used in payment of sub- 
sequent year’s taxes or be converted 
back into cash. 

If the full legal liability for Federal 
income taxes is disclosed in the bal- 
ance sheet I can see no objection to 
deducting from this liability an amount 
which represents an effectual payment 
on account of such liability. 

As to deducting an asset from a li- 
ability account, it is my opinion that 
this is entirely proper providing such a 
practice more clearly reflects the nature 
of the asset and the actual liability of 
the company at a particular date. If 
this principle is adhered to in the net- 
ting of assets and liabilities there will 
be no violation of good accounting 
practice. 

The third suggested method, which 
is to show the tax notes on the asset 
side of the balance sheet, separate and 
apart from current assets, with a sim- 
ilar amount of tax liability shown in 
a separate caption on the liability side 
below current liabilities is predicated 
on the same reasoning supporting the 
deduction of the notes from the liabil- 
ity account, and is simply an alternative 
to this latter method. Naturally, under 
this third method, any tax liability not 
covered by tax notes will remain in 
current liabilities. 


CURRENT ASSET TREATMENT 
Not DEsIRABLE 


In my opinion, the showing of these 
tax notes as a current asset is not as 
proper or desirable as either of the 


other two methods described, for the 
reasons that: 

1) The notes are not, from a prac- 
tical standpoint, a true current asset, 
and 

2) Such a presentation does not re- 
flect the ultimate disposition of the 
notes, nor the fact that the purchase 
of such notes is an effectual payment 
on account of the tax liability. 

Personally I prefer the showing of 
the tax notes as a deduction from the 
liability for Federal income taxes. 


EFFECT ON CURRENT RATIO 


The manner in which these tax 
notes are shown on the balance sheet 
has a material effect upon the current 
ratio and is of great importance to all 
companies, particularly those which 
have, either in their charters, bond in- 
dentures or other pertinent corporate 
documents, a provision that dividends 
cannot be paid on common or preferred 
capital stock unless a certain current 
ratio is maintained. In many instances, 
this provision specifies that the classi- 
fication of assets and liabilities in the 
determination of this current ratio shall 
be in accordance with sound account- 
ing practice. In my opinion, the deduc- 
tion of the notes from the tax liability 
is in accordance with sound accounting 
practice. 


INCREASE SHOWN IN 
TAXABLE WAGE EARNERS 


Employers reporting wages taxable 
under the old-age and survivors insur- 
ance program in the second quarter of 
1941 are estimated at 2,200,000, about 
142,000 above the number of those 
who reported wages in the correspond- 
ing period in 1940, Federal Security 
Administrator Paul V. McNutt said 
last month. “This gain,” said Mr. 
McNutt, ‘“‘reflects an increase in the 
number of new establishments in cov- 
ered industry resulting from the assign- 
ment of defense contracts to many 
firms and a shifting of nondefense pro- 
duction from some of the larger to the 
smaller firms.” 


It is not too early to mark the date of 
The Institute's Eleventh Annual Meeting on 
your calendar, September 21-23, 1942, The 
Palmer House, Chicago. 
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New Capital Under the 
Revenue Act of 1941 


An important 1941 amendment to 
the Excess Profits Tax Supplement of 
the Internal Revenue Code adds to in- 
vested capital a special allowance for 
new capital. Before the amendment, 
new capital was recognized and served 
to increase the invested capital by the 
amount thereof. Now, however, in 
addition to the amount which may nor- 
mally be included, a special addition 
of 25 per cent. of the amount defined 
as new capital may be added to the 
actual capital of the corporation for 
computing the credit. 

This reflects an attempt to induce 
business to acquire new capital for ex- 
pansion purposes, not only to aid in 
the production of the materials for de- 
fense, but also to produce more income 
which, in turn, means more taxes. The 
recognition is limited, however, to new 
capital acquired during taxable years 
beginning after December 31, 1940 
and here, as in some other provisions 
of the excess profits tax subchapter, we 
find that those who were patriotic 
enough to go ahead without induce- 
ments are denied the benefit of these 
special allowances. 

Furthermore, there seems to be no 
sound reason why the happenstance of 
a fiscal year should forever deny to a 
taxpayer the additional benefit for new 
capital acquired after December 31, 
1940, but prior to the close of a 1941 
fiscal year. Nevertheless, that is the 
effect of the law. 


APPLIES TO NEw Equity CAPITAL 
Pai IN 


The new allowance applies only to 
new equity capital paid in. It does not 
apply to new borrowed capital or to 
increases in equity capital resulting 
from retention of earnings. It does, 
however, include new capital which re- 
sults from the capitalization of retained 
earnings through the issuance of a tax- 
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able stock dividend. It applies only 
in the determination of the credit on 
the invested capital basis and does not 
apply to the determination of the capi- 
tal additions, eight per cent. of which 
may be added to the base period in- 
come of corporations using the income 
credit method. 

As is usual with most of these spe- 
cial provisions, they are complicated, 
contain safeguards intended to prevent 
the improper use of the new allow- 
ances and, as has happened before, the 
safeguards and limitations are not 
properly coordinated and leave either 
loopholes or inequities against the tax- 
payer. These three features of the 
new capital provisions will be dis- 
cussed : 


(1) What constitutes new capital which 
is recognized? 

(2) What deductions must be made there- 
from, and 

(3) What limitations must be applied in 
determining the amount? 


At this point it may be well to point 
out that the procedure to follow is to 
determine the invested capital paid in, 
earned or borrowed in the usual man- 
ner as we should without this new 
provision ; then, determine the amount 


of ‘new capital” and add to the result 
previously developed 25 per cent. of 
the amount of the recognized ‘new 
capital.” All the inclusions, deduc- 
tions or limitations I shall discuss have 
no bearing on the ordinary determina- 
tion of invested capital, but relate only 
to the determination of the “new capi- 
tal.” In accordance with the general 
method, the amount of new capital is 
determined for each day, as is the reg- 
ular invested capital, though as a prac- 
tical proposition it will be simpler to 
make the computations on an annual 
basis, prorating changes from the date 
thereof. 


New CAPITAL INCLUSIONS AND 
EXCLUSIONS 


What constitutes new capital? It in- 
cludes al] cash or other property paid 
in for stock or as a contribution to 
capital or surplus except the follow- 
lowing: 


(1) Cash or property acquired in con- 
nection with what I shall, for the 
moment, describe as a Section 112 
reorganization transaction, and 

(2) Capital received by a taxpayer cor- 
poration from another member of a 
controlled group. 





mining the amount? 


January 20. 





CONTROLLERS ARE ASKING: 


What is recognized as new capital?. What deductions must be 
made therefrom? What limitations must be applied in deter- 


It is for controllers who are asking these questions that Mr. 
Cooper prepared this address, which he delivered before the 
New England Control of The Controllers Institute of America on 


Mr. Cooper is a Partner in Peat, Marwick, Mitchell & Com- 
pany, and the author of many articles on taxation. 
at the Eastern Spring Conference of Controllers held in New 
York City last April, 1941, and the transcript of his remarks were 
published in ‘The Controller” for August, 1941. 


He spoke 


—THE EDITOR 
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Now, to explain those two exclu- 
sions. Section 112 of the income 
tax chapter of the Code, relating to 
reorganizations, contains certain provi- 
sions relating to the exchange of prop- 
erty for stock in a corporation, in con- 
nection with a reorganization. Among 
others are Subsections (b) (3), 
(b) (4), and (b)(5), covering ex- 
changes between corporations and in- 
dividuals or two corporations, and Sub- 
sections (c) and (d) wherein ‘“‘boot” 
is received in addition to securities in 
a corporation, a party to the reorgani- 
zation. If a taxpayer corporation ac- 
quires cash or property in a transaction 
covered by the subparagraphs of Sec- 
tion 112 to which I have just referred, 
then the amount of the capital so ob- 
tained falls outside the pale of new 
capital and is not recognized as such. 
That follows even though in “boot” 
transactions some gain may have been 


taxed. 
New Law REDEFINES “CONTROL” 


However, the new law goes further 
and redefines control, otherwise de- 
fined in Sec. 112(h), to mean owner- 
ship of either 50 per cent. of the vot- 
ing stock or 50 per cent. of the total 
value of al] shares outstanding. Hence, 
if a transaction falls under the stated 
sub-sections of Section 112 or would 
do so if control specified in Section 
112(h) were defined in the manner 
indicated, the capital resulting is not 
recognized as new capital. Time does 
not allow for a more extensive discus- 
sion of this feature. 

The second exclusion or non-recog- 
nition reflects an attempt to prevent 
corporate chains from improperly 
developing new capital allowances 
through inter-company transactions and 
hence there is excluded from the new 
capital classification any capital paid 
in to one controlled corporation by 
another member of the controlled 
group. Though consolidated returns 
affiliations control involves 95 per cent. 
voting stock ownership, control for the 
purpose of new capital is defined as 
the ownership within the group of 
either more than 50 per cent. of the 
total combined voting power of all 
voting stock or more than 50 per cent. 
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of the total value of all shares of all 
classes of stock. Notice that the dis- 
junctive term is used as control of 
either 50 per cent. of the voting power 
or of the value but not necessarily of 
both, is the yardstick determining if 
there is a controlled group. It fol- 
lows, of course, that any capital indi- 
rectly acquired through a taxable stock 
dividend is not recognized either if 
the dividend stock goes to another 
member of the controlled group. For 
the determination of the percentage of 
stock owned, in order to ascertain 
whether or not a controlled group ex- 
ists or the taxpayer is a member of it, 
the stockholdings immediately after the 
transaction are taken as the basis—not 
the status before the transaction. 


DEDUCTIONS FROM NEw CAPITAL 


So much for the exclusions of 
capital that is not recognized as new 
capital. After we have determined 
what is recognized as new capital, we 
must then make two deductions. They 
relate to: 


(1) Increases in inadmissible assets, and 
(2) Distributions of pre-1941 accumu- 
lated earnings. 


The first deduction required is for 
the amount of the increase in inadmis- 
sible assets, as of the day for which the 
invested capital is being determined 
over the amount of the inadmissible 
assets at January 1, 1941 (or the be- 
ginning of the applicable fiscal year in 
the case of fiscal year taxpayers). This 
safeguard is understandable and quite 
necessary. However, as frequently hap- 
pens with loophole provisions, the sub- 
paragraph dealing with the inadmis- 
sible asset adjustment is not properly 
coordinated with the other limiting 
provisions. 

The point I have in mind is that the 
provision dealing with inadmissible as- 
sets does not take into account the fact 
that the inadmissible assets may have 
been increased by a transaction not 
producing recognized new capital, so 
that the adjustment will result in a 
double deduction if the capital ob- 
tained is not recognized as new capital 
in the first place. By way of illustra- 
tion, assume the case of a taxpayer that 
obtained $1,000,000 of new capital 


from a controlled corporation in the 
form of stock in one or more domestic 
corporations—in other words, inadmis- 
sible assets. Assume also that it ac- 
quired $1,000,000 of new capital from 
outside sources. It has thus added to 
its capital $2,000,000, of which 
$1,000,0000 came from another con- 
trolled company and is not recognized, 
leaving $1,000,000 outside new capi- 
tal. That amount, however, must be 
reduced by the $1,000,000 increase in 
inadmissible assets, leaving the corpo- 
ration with no new capital, taxwise, 
though it has, in fact, acquired 
$1,000,000 new capital from outside 
sources. 

Investments, the treatment of which 
is elective and which are inadmissible 
only if the income therefrom is ex- 
cluded, are to be treated each year in 
accordance with the election for that 
year. 

The second required reduction in- 
volves distributions after January 1, 
1941, out of earnings accumulated 
prior to that date, or the applicable 
fiscal year date. The amount of new 
capital must be reduced by the amount 
of any distributions out of pre-1941 
accumulated earnings. The theory be- 
hind that is that a corporation which 
pays out part of its January 1, 1941, 
capital, and then gets it back, is not 
really obtaining any new capital. 


LIMITATION ON NEw CAPITAL 


The third feature requiring study is 
the limitation on the recognizable new 
capital. The purpose of this is to pre- 
vent switching from borrowed to 
equity capital, with the safeguard that, 
in applying the limitation, operating 
losses should not reduce the new cap- 
ital allowance. The simplest way to ex- 
plain the computation of the limitation 
is to use an illustrative example, which 
has been printed and distributed to 
you. I suggest that you take that in 
hand now. 

Note, first, the assumed facts upon 
the basis of which the illustration has 
been worked out: first, that the tax- 
payer, we are using as our guinea pig, 
had on January 1, 1941, an equity 
capital of $6,000,000, of which $4,- 
000,000 was paid in and $2,000,000 








was earned, and a borrowed capital of 
$5,000,000. Between January 1, 1941 
and July 1, 1942, the date as of which 
we are going to determine the new cap- 
ital limitation, the following hap- 
pened: 


(1) $3,000,000 of preferred stock was 
sold to outsiders for $3,000,000 
cash. 

(2) $1,000,000 of cash was paid in 
by another controlled corporation. 

(3) $1,000,000 of property was ac- 
quired in a Sec. 112 transaction. 

(4) $2,000,000 of bonds were retired. 

(5) $1,000,000 was lost through op- 
erations in 1941. 


On the basis of the foregoing as- 
sumptions, we determine the limitation 
as in the illustration. The aggregate of 
the equity and borrowed capital at 
July 1, 1942 is first ascertained. You 
will appreciate that at that point the 
equity capital includes only the earn- 
ings accumulated to January 1, 1942, 
as current year earnings do not affect 
equity capital during the year. Note, 
also, that we include borrowed capital 
(which is the full amount of the in- 
debtedness)—not borrowed invested 
capital which is only half of the bor- 
rowed capital. 

From the result of $13,000,000, we 
deduct the non-recognized capital ad- 
ditions of $2,000,000, leaving a bal- 
ance, which I have described as the 
“adjusted daily capital,’ amounting to 
$11,000,000. That is then compared 
with the equity and borrowed capital 
at January 1, 1941, again including 
borrowed capital rather than borrowed 
invested capital, which amounts to 
$11,000,000. 

However, we reduce that opening 
aggregate of equity and borrowed cap- 
ital by the excess of the accumulated 
earnings and profits at January 1, 1941, 
amounting to $2,000,000, over the 
amount at January 1, 1942, $1,000,- 
000, the difference of $1,000,000 be- 
ing the 1941 loss by which amount 
the accumulated earnings were reduced. 
Deductiag this $1,000,000 from the 
January 1, 1941 aggregate of $11,- 
000,000 leaves $10,000,000, which in 
turn is deducted from the July 1, 1942 
aggregate of $11,000,000, leaving $1,- 
000,000 which is the maximum amount 

(Please turn to page 80) 
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ILLUSTRATION OF COMPUTATION OF NEW CAPITAL LIMITATION 
IN THE CASE OF A CALENDAR YEAR CORPORATION 


Assumed Facts: 
Status at January 1, 1941— 
Bauity: Canital aie ihe <.o:<sc0s.c0 divaldees $4,000,000.00 
Accumulated Earnings ........660ssse. 2,000,000.00 
Borrowed Capital (Bonds)............ 5,000,000.00 


Subsequent happenings: 
(1) ari pacman of Preferred Stock was sold to outsiders for $3,000,000.00 
cash, 
(2) $1,000,000.00 of Cash was paid in by another controlled corporation. 
(3) $1,000,000.00 of Property was acquired in a Sec. 112 transaction. 
(4) $2,000,000.00 of Bonds were retired. 
(5) $1,000,000.00 was lost through operations in 1941. 


* * * * * 


Computation of Limitation as at July 1, 1942: 
Equity Invested Capital at July 1, 1942, consisting of Capital 
paid in to that date, plus accumulated earnings at January 
Ne RORY castigated OR Ae Win Giana: ws: d diol ernl shor ahataerd oO $10,000,000.00 











Borrowed Capitalias.of July ‘1, 1942... 2.6. 6ccccscecwcounes 3,000,000.00 
5! GRP Pe a Ian DEE Ie ere reo ey > $13,000,000.00 
Less: 
Property acquired in a Sec. 112 transaction.. $ 1,000,000.00 
Capital acquired from another member of a 
CONUMONCE BLOWER oo. Oe cccictwceicccecees 1,000,000.00 2,000,000.00 
Balance—Adjusted Daily Capital.................... $11,000,000.00 
Compared with: 
Equity Invested Capital as at January 1, 1941 $ 6,000,000.00 
Borrowed Capital as at January 1, 1941..... 5,000,000.00 
RED a ae Made es ent Gane ew seas $11,000,000.00 
Less: 
Excess of Accumulated Earnings 
and Profits at Jan. 1, 1941... $2,000,000.00 
Over the amount as at January 1, 
WE eran eee hae cit nee 1,000,000.00 1,000,000.00 10,000,000.00 
Limitation. as-at. July 1, 1942 .....00. cccsnes senesuren $ 1,000,000.00 
* * * * * 
Assuming, further, Earnings of $1,000,000.00, and 
Dividend Payment of $500,000.00 during 1942: 
Computation of Limitation as at January 1, 1943: 
Equity Invested Capital as at January 1, 1943............... $10,500,000.00 
Borrowed Capital as. at January 1, 1943... .ccccsnced ene 3,000,000.00 
NOGA So. cedandwnd tae hasan oe wand aceite eh aamenae $13,500,000.00 
Less: 
Wctuchicwies da anid. 22... 2 caciidevs sce ovavec nacuerneeees 2,000,000.00 
Balance—Adjusted Daily Capital.................... $11,500,000.00 
Equity and Borrowed Capital as at January 1, 
WOE Ae MN ee ee Ss Hine aides sr caress $11,000,000.00 
Less: 
Excess of Accumulated Earnings 
and Profits at Jan. 1, 1941.... $2,000,000.00 
Over the amount as at January 
Ey Biaaee ce tvnnacdtivcence=s 2,000,000.00 —0— 11,000,000.00 
New Capital Limitation as at January 1, 1943........ $ 500,000.00 














Methods of Accruing Depreciation 


The subject matter for presentation 
this evening is one of great impor- 
tance, for depreciation and the methods 
for its accrual have been looked upon 
too lightly by accountants in the past. 

It is an immensely interesting sub- 
ject and to confine my presentation to 
a very few minutes when scores of 
books have been written about it, is 
quite a task. 

Webster gives depreciation this defi- 
nition—‘‘The amount estimated or 
written off to offset such loss of value.” 


I call your attention to the words 
“loss of value” for in these words 
lies one of the greatest problems in 
the formation of a depreciation pro- 
gram. 


In analysing depreciation many fac- 
tors are involved, primarily, 


1. Wearing Value—or loss of value. ° 


2. Service Life. 
3. Depreciation Course 


WEARING VALUE 


Webster calls it ‘loss of value,” but 
more specifically it is represented by 
the difference between cost and sal- 
vage value. Depreciation of the full 
cost is no longer the mode of the day 
for no matter how old the object be 
nor the use to which it has been put, 
it still has a value. The measured 
amount of depreciation is then on the 
wearing value. 

To establish an original cost, con- 
sideration must be given to discounts, 
freight charges, installation charges, 
preparation charges, and other charges 
which may be legitimate charges to the 
asset account. 

Salvage value—or scrap value—to 
be determined at the time of installa- 
tion is purely an estimate, but its im- 
portance should not be minimized by 
this fact, for it is necessary to deter- 
mine more accurately the loss of value 
involved. 


By T. Gartrell 


SERVICE LIFE 


After the determination of the 
amount involved it is necessary to de- 
termine the service life of the asset. 
This will be an estimate based upon 
experience but the use of judgment 
plays a very important part. 

The factors here again are many but 
it involves primarily the use to which 
the equipment is to be put—and the 
maintenance policy of the company. 

The service life of the equipment 
should be based upon normal operat- 
ing conditions so that acceleration or 
retarding of the process can conveni- 
ently be made. 

It is logical that if the device is to 
be placed into continuous 24-hour op- 
eration with no opportunity for main- 
tenance and repairs its life will be con- 
siderably lessened. 

The same condition may prevail 
where the device will operate only dur- 
ing a normal eight-hour period but 
where no maintenance and repair 
policy is in effect. 


DEPRECIATION COURSE 


Chief among the courses of depreci- 
ation are the following: 


1. Straight Line Method. 
2. Machine Hour Basis. 


3. Unit Production Method. 
4. Sinking Fund Method. 


The straight line method is by far 
the more widely used. However, in 
obtaining more accurate production 
costs, the machine hour basis and unit 
production methods are fast gaining 
favor, particularly where a variety of 
products are being manufactured. 

In the use of the straight line 
method frequently no consideration is 
given to the acceleration or retarding 
of the accrual under other than normal 
conditions. 

It is a method based upon the as- 
sumption that depreciation of the 
equipment proceeds uniformly. How- 
ever, credence must be given the fact 
that the equipment may depreciate 
more rapidly in the earlier life of the 
asset and less rapidly as time pro- 
gresses. 

The straight line method is by far 
the most simple, hence its wide use, 
for when service life has been de- 
termined the depreciation process is 
divided equally over the years of serv- 
ice life; that is, a machine costing 
$1,000.00 net of salvage value, and 
estimated to have a useful life of 10 
years, would be subject to an annual 
depreciation of $100.00. 

The machine hour basis is computed 
by estimating the number of useful 





of depreciation. 


reference use by controllers. 





THE DISCUSSION DID NOT END WITH WEBSTER’S 
DEFINITION 


When Mr. Webster, in his dictionary, defined ‘‘depreciation,”’ 
he may have regarded the matter as finished business. But 
the discussion of what is depreciation and how it is best cov- 
ered in accounts, is still going on. 

In this compact address, delivered on November 27, 1941, 
before the San Francisco Control of The Controllers Institute 
of America, Mr. T. Gartrell, Secretary and Treasurer of Gen- 
eral Metals Corporation, Oakland, California, reviews methods 
It is not to be expected that his word will be 
any more final than Webster's, but it should prove handy for 
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hours of machine operation under nor- 
mal maintenance conditions. By engi- 
neering and operating experiences this 
estimate can be made with a good de- 
gree of accuracy. However, here again 
the use of good judgment is called 
upon. Consideration would have to be 
given to many factors, including idle 
time, the theory being advanced that 
even though the machine may be idle 
it is steadily declining in value. 

The unit production method is a 
great deal newer to most concerns. It 
involves the use, to a degree, of the 
machine hour method. 

A machine over its service life is 
capable of producing a given number 
of pieces, that is machine ‘‘A’”’ cost- 
ing, net of salvage value, $1,000.00 is 
capable of producing 10,000 articles 
so that each article produced will have 
a unit production depreciation allow- 
ance of 10 cents. The same objections 
to the machine hour basis apply almost 
entirely to the unit production method. 

The sinking fund method is, of all 
four, the most complicated, for in this 
method interest on the fund is to be 
computed and credited to income. The 
sinking fund involves the accumula- 
tion of a fund which will, over the 
Service Life, amount to the full total 
of depreciation. To my knowledge its 
use is fairly well confined to utility 
concerns, but to those concerns which 
do not make allowance for replace- 
ments in a budgetary control this sys- 
tem is recommended, for by its use an 
amount equal to the original net de- 
preciable cost plus compound interest 
is available at the time of retirement. 


GOVERNMENTAL INTEREST IN 
DEPRECIATION METHODS 


An interesting feature of this de- 
preciation problem is the sudden in- 
terest of the Bureau of Internal Rev- 
enue in depreciation taken by corpora- 
tions during the present limitations of 
the statute. 

There is, of course, a tremendous 
strain on the Federal pocket book as a 
result of the all-out-defense measures, 
and every effort is being made by the 
Bureau of Internal Revenue to raise ad- 
ditional revenue now. The effect of 
this effort will be greater if war, the 
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shooting kind, comes. Higher tax 
rates, reduced deductions from income 
are among the order of the day. 

Engineers from the Bureau are mak- 
ing extensive surveys of depreciation 
methods coupled with a visual inspec- 
tion of items shown and not shown— 
upon depreciation schedules, with a 
deep desire that there may be an op- 
portunity for additional revenue. 

The source of this revenue is gained 
by (a) restoring upon the records fully 
depreciated items that remain oper- 
ative (b) the adjustment of depreci- 
ation rates, downward, of course, on 
all depreciable assets. 

By throwing out or disallowing 
what the Bureau of Internal Revenue 
considers excessive depreciation dur- 
ing the past three or four years, addi- 
tional revenue is gained by the deficien- 
cies involved during those taxable 
years. On an over-all basis it may be 
more profitable for the concerns to 
make these adjustments voluntarily but 
in most cases it would involve a sub- 
stantial outlay in cash at a time when 
it would be sorely needed. 

The Bureau realizes the effect on 
collections for the present and future 
tax periods where assets would have 
normally been written off and taxable 
income as a result would be greater 
but, repeating, there is need, an urgent 
need, for additional revenue now and 
this is one way of getting it. Their 
motto is undoubtedly to let the future 
take care of itself. 


Goop JUDGMENT Not ALL GONE 
For NAUGHT 


In the re-arrangement of your de- 
preciation schedules by the Bureau, it 
might appear that the use of scientific 
principles and good judgment had all 
gone for naught but this may not be 
so for if your estimates were correct 
or nearly so, you shall have the priv- 
ilege of deducting, during what may 
possibly be higher tax periods, the un- 
depreciated portion of the asset at the 
end of its service life. 

Getting back to the original line of 
thought, depreciation and all of its 
phases is an important part of all ac- 
counting systems and should not be 
considered lightly. It offers many de- 
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batable points, it has been the subject 
of intense study by engineers, lawyers, 
management, financiers, valuation ex- 
perts, The Bureau of Internal Revenue 
and the Board of Tax Appeals. If it 
deserves the study of specialists, it cer- 
tainly deserves more than a casual 
study by the controller, for its effect 
can be far reaching. 

There must be uniformity to the ex- 
tent necessary. However, it is possible 
to have two or more identical ma- 
chines but with each subject to dif- 
ferent operating conditions, thereby 
differing in the service life. 

A common error is to depreciate all 
buildings at the same rate, all ma- 
chinery at the same rate, and so on. 
This is an easy way—probably the 
easiest but not the most accurate by far. 
Then again it is possible, where a ma- 
chine, for instance, has an electric 
motor attached, to depreciate the ma- 
chine and motor separately in accord- 
ance with the estimated service life. 
To set up the depreciation on this basis 
would certainly be the most accurate 
but, to say the least, most burdensome, 
and the cost accountant would more 
than have his hands full. An over-all 
rate, therefore, would be more prac- 
tical. 

In summary, give your depreciation 
system the once-over every now and 
then. Test your estimates by visual in- 
spection of some of the equipment— 
follow closely the maintenance pro- 
gram of your management and give a 
most debatable subject the attention it 
rightfully deserves. 


“PAPERS AND ADDRESSES” 
CALLED EXCELLENT JOB 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


The copy of “Papers and Addresses’ 
given at the Tenth Anniversary Meeting has 
arrived and looks very good. You have 
done an excellent job in compiling and 
editing so many papers, speeches and notes 
of discussions and presenting them in usable 
form in a little over two months. I am sure 
that your efforts will be rewarded by the 
help this booklet will be, not only to those 
who could not attend, but also to those who 
were in attendance at the meeting. 

I should like to obtain three more copies 
of “Papers and Addresses” and shall ap- 
preciate your sending them as soon as con- 
venient. 

A. U. Hunt 
Jewel Tea Company, Inc. 
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Brief Items from Here and There of Intést ; 











Enough Rubber and Tin For A Year's Use 

The National Industrial Conference 
Board issued statistics on January 7 to 
show that current stocks of rubber, tin 
and other strategic materials from the Far 
East amount to little more than a normal 
year’s supply. Current supplies of rub- 
ber, said the Board, amount to about 600,- 
000 tons, with another 125,000 tons in 
transit, and, it was pointed out, normal 
annual consumption is 600,000 tons. 

Total stocks of tin were estimated at 
140,000 tons, or slightly more than the 
100,000 tons used annually in peacetime. 
However, a new smelter for refining ore 
from Bolivia is now under construction 
in Texas and is expected to supply one- 
fourth of the country’s requirements. 

Approximately four-fifths of these ma- 
terials came from the Far East in 1940. 
About 52 per cent. of the crude rubber 
imported into the United States in that 
year came from British Malaya, about 35 
per cent. from the Netherlands Indies, 
and 16 per cent. from Ceylon and French 
Indo China, so that 99 per cent. was from 
warring areas. 

Approximately 77 per cent. of the 125,- 
000 tons of tin imported in 1940 came 
from British Malaya and about 10 per 
cent. from the Netherlands Indies. 


This War More Than Three Times As Costly 
As Any Other Of U.S. 

America has had war budgets before, 
but never one so costly as the budget pro- 
posed on January 7. 

Here is how the new budget compares 
with the most costly of other single war 
years: 

Fiscal Total 
Year War Expenditures 
1814 War of 1812 $ 34,720,928 


1847 Mexican War 57,281,412 
1865 Civil War 1,297,555,224 
1899 Spanish-Amer. 605,072,179 
1919 World War I 18,522,894,705 
1943 World War II 59,027,992,300 


The Government Debt 
The national debt limit was raised from 
49 billion dollars to 65 billion in 1941, 
and the gross public debt, as of January 
7, 1942, stood at $58,218,562,001, as 
compared with $45,067,965,233 on Janu- 
ary 7, 1941. 


Farm Price Index Soars 
The Department of Agriculture an- 
nounced on December 30 that the index 
of prices received by farmers advanced 
in December to the highest point since 
1930 and to 99 per cent. of parity with 


the index of prices paid by the farmers 
for non-agricultural goods and services. 

The farm price index stood at 143 per 
cent. of the 1909-1914 average on De- 
cember 15, an increase of eight points 
above the mid-November index and 42 
points over that of a year ago. 


Steel Output For 1941 Was 65 Per Cent. 
Above Peak For World War | 

The output of nearly 83,000,000 net 
tons of steel ingots by steel companies in 
the United States during 1941, according 
to The New York Times, “indicates the 
high operating efficiency of the organiza- 
tions engaged in that business.” Produc- 
tion during last year not only established 
a new peak, but it was also about 25 per 
cent. more than in 1940 and 65 per cent. 
above the peak for World War I estab- 
lished in 1917. 

The rate for 1941 averaged 97.4 per 
cent. of capacity, so that there is little 
leeway for much increase except through 
the addition of new plants which may 
come into operation during 1942. 


French Budget Estimate Shows 
Appeasement, Too, Is Costly 
Estimates made of budgetary receipts 
in unoccupied France for 1942 show a 
total of §0 billion francs, 12 billion more 
than for 1941, or nearly 18 per cent. more 
than estimates for the previous year. 
Both increased rates of taxation and an 
increase in the expected returns figure in 
the greater amount to come from the al- 
ready tax-burdened provinces of France. 
Direct taxation accounts for only 23 per 
cent. of the total returns, with revenue 
from the “business turnover tax” and 
sales tax, as well as property taxes and 
transfers of property, expected to show 
increase. Postal rates have also been 
raised by 50 per cent. 


S.E.C. Asks Trading Data 

Leading firms on the New York Stock 
Exchange, those which are required to 
make weekly reports of their operations 
for the studies conducted by the Securi- 
ties and Exchange Commission, have been 
requested to supply additional informa- 
tion on member trading in twenty issues 
on December 8 and 9, the days follow- 
ing the Pearl Harbor attack. 

The stocks covered by the questionnaire 
are those in which volume was heaviest: 
American Telephone and Telegraph, Ana- 
conda Copper, Bethlehem Steel, Boeing 
Aircraft, Chrysler, Consolidated Aircraft, 
General Electric, General Motors, Inter- 


national Mercantile Marine, International 
Paper, Lockheed Aircraft, New York 
Central, Republic Steel, Southern Pacific, 
Standard Oil of California, Standard Oil 
of New Jersey, Texas Company, United 
States Rubber, United States Steel and 
Western Union. 


“Real” Wages are Higher 

According to the National Industrial 
Conference Board, the real weekly wages 
of employees in manufacturing industries 
continued to rise in 1941 despite the in- 
crease in living costs. The cost of living 
was nine per cent. higher in November, 
1941, than in November, 1940, but aver- 
age weekly wages rose 20 per cent. The 
purchasing power or “real” wages was, 
therefore, 11 per cent. higher over that 
period. 


Roosevelt Would Make Fiscal 
the Calendar Year 

In his annual seminar on the budget, 
President Roosevelt suggested this year 
that the fiscal year be changed to conform 
with the calendar year, to the end that 
there should be less confusion for the 
public. 

Bills to effect this end are already pend- 
ing in Congress. 


Payroll Deduction Plan Set Up 
By U.S. Steel 

The United States Steel Corporation, 
along with several other large corpora- 
tions, announced on January 6 that they 
had joined the large and growing list of 
concerns that are establishing voluntary 
payroll deduction plans for the sale of de- 
fense savings bonds. 

Mr. Benjamin F. Fairless, President, said 
that U. S. Steel’s plan would go into 
effect on February 1, and that more than 
350,000 employees would be eligible. 


Alien Bonds Market Virtually Suspended 

The listed market for many foreign 
bonds was virtually suspended on Decem- 
ber 11, 1941, when 76 issues of the Axis 
powers listed on the New York Stock 
Exchange and 27 similar issues listed on 
the New York Curb Exchange were sus- 
pened from trading, after this country’s 
entry into the war a few days previously. 

Preliminary to the suspension order of 
December, the Treasury Department in 
September issued regulations requiring 
that all bonds of thirty-two foreign coun- 
tries whose accounts had been “frozen,” 
either because of occupation or other rea- 
sons, be accompanied by a Treasury 
“clearance certificate.’ This regulation 
went into effect on September 15. 
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Freezing of Philippine Assets 

The action of the Treasury Department 
in “freezing” Philippine assets in the 
United States followed the pattern fixed in 
the case of Axis-invaded countries. It is 
estimated that the long term assets of 
Philippine nationals here amount to about 
$28,000,000, on the basis of Department 
of Commerce figures as of 1940. Philip- 
pine banking assets here are placed at 
about $39,000,000. Conversely, citizens of 
the United States have direct investments 
in the islands of $92,200,000 and United 
States banking assets in the Philippines 
are about $28,000,000. In addition, 
United States investors hold some $36,- 
600,000 of Philippine Government bonds. 
That there is every reason to believe that 
the bondholders will be protected was evi- 
denced by the fact that quotations in early 
January on these various issues of bonds 
were only a few points under par. 


N. A. B. A. C. Convention Calendar 


The National Association of Bank Au- 
ditors and Comptrollers has released its 
convention schedule for 1942 as follows: 

Tenth Annual Eastern Regional Confer- 
ence will be held at Hotel Warwick, 
Philadelphia, on April 23, 24, and 25. 
Publicity Chairman, Paul D. Williams, 
Comptroller, Corn Exchange National 
Bank & Trust Company. 

Eighth Annual Mid-Continent Regional 
Conference will be held at the President 
Hotel, Kansas City, Missouri, on May 21, 
22, and 23. Publicity Chairman, John 
O’Keefe, Cashier, Plaza Bank of Com- 
merce. 

Eighteenth Annual National Convention 
will be held at Hotel Roosevelt, New 
York City, on October 7, 8, 9, and 10. 
Publicity Chairman, David B. Mathias, 
Auditor, Bankers Trust Company. 


Investigation Begun On 
Petroleum Costs 


At the request of the Office of Price Ad- 
ministration, the United States Tariff 
Commission has begun an investigation 
into the cost of producing crude petro- 
leum, and controllers have been receiving 
forms from the Commission to be filled 
out for this purpose. 

It was requested that the forms be filled 
out and returned not later than January 
31, 1942. The information requested is 
divided into seven large sections: 1) Cor- 
porate Profit and Loss Statement; 2) Anal- 
ysis of General Overhead and Adminis- 
trative Expense; 3) Income and Expense 
Statement; 4) Production of Oil; 5) Engi- 


neering and Well Data; 6) Capital Em- 
ployed As Of End Of Year; and 7) Anal- 
ysis of Operating Cost. 


Corporate Reports 

“Suggestions for the Content of Cor- 
porate Reports,” by Alex Eisenstein, ap- 
pearing in the current issue of the quar- 
terly “Accounting Review,” treats of the 
remarkable increase of interest shown by 
the public in the form and content of 
corporate reports. Mr. Eisenstein, like 
Mr. Eakin in “We Account For,” which 
appears in this issue, has some interesting 
ideas on the subject. He recommends is- 
suing a “master report” every five years 
which would contain the relatively per- 
manent background and basic history of 
the company. This report would be di- 
vided into five sections: Corporate and 
business history, Management, Labor re- 
lations, Operations, and Public relations. 

“With this basic information avail- 
able,” says Mr. Eisenstein, “in the hands 
of each stockholder, the annual reports 
would be in the supplements, bringing 
the story up-to-date, reporting the more 
current and timely information, indicating 
significant changes in policy and adminis- 
tration, presenting current financial state- 
ments, and the like.” The annual supple- 
mental reports, he points out, would 
follow the broad outlines of the master 
report. 


Japanese May Now Pay Taxes— 
To Uncle Sam 

Notices issued by the Treasury Depart- 
ment, reinstating certain general licenses 
with respect to Japanese nationals under 
the “freezing” order covering Japanese ac- 
counts, were distributed to New York 
City banks by the Bankers Foreign Ex- 
change Committee, early in January. 

The change is that Japanese now may 
pay taxes and fees to Federal and State 
governments, deposit their funds in 
blocked accounts in banks, and engage in 
certain limited types of financial transac- 
tions. 


Tax Articles 

“The New York Certified Public Ac- 
countant,” published by the New York 
State Society of C.P.A.’s, contains articles 
in the November and December issues 
that may be read with interest by control- 
lers. They are: 

November: “Significant Federal Tax 
Decisions and Rulings of 1941,” by Peter 
Guy Evans, C.P.A. 

December: ‘Technical and Business Al- 
ternatives in the Income Tax Code,” by 
J. K. Lasser, C.P.A.; “Some Questions 


and Answers on Federal Taxation,” by 
the Committee on Federal Taxation of the 
Society; “Significant 1941 Changes in New 
York State Tax Laws, Regulations, and 
Rulings,” by Isador Sack, C.P.A.; “Allo- 
cation of Incomes and Segregation of As- 
sets in State Taxation,” by J. B. C. Woods, 
C.P.A.; and “Important Changes in the 
Excess Profits Tax Law Enacted during 
1941,” by Walter A. Cooper, C.P.A. 


NOMA Establishes Philadelphia 
Headquarters 

Widespread national growth of the Na- 
tional Office Management Association has 
necessitated an enlargement in the organi- 
zation set-up of NOMA. New headquar- 
ters have been established at the Lincoln- 
Liberty Building, Philadelphia, where ef- 
fective January 1, 1942, William H. 
Evans, secretary-treasurer, assisted by an 
able staff, will devote his full time to 
the rapidly growing needs of the associa- 
tion. Present membership of the National 
Office Management Association exceeds 
2,000 and local chapters are functioning 
in almost forty cities of the United States 
and Canada. 


Jobs Open For Investigators 

A staff of investigators is maintained by 
the Materiel Division of the Air Corps to 
protect military information and air corps 
projects. These positions pay from $3,200 
to $4,600 a year. To establish employment 
lists of investigators from which the War 
Department will make appointments, the 
Civil Service Commission has announced 
an examination. No written tests will be 
given, but applicants will be rated on 
their education and experience. 

Experience in appropriate investigative 
work is required. This may have been 
gained in the investigation of criminal ac- 
tivities for a governmental agency or for 
a private agency whose operations were 
nation-wide in scope. Experience in the 
investigation of cases of property destruc- 
tion by violence for a railroad or other 
industrial or commercial concern may 
also be accepted. For the two higher 
positions ($3,800 and $4,600 a year) a 
part of the experience must have been in 
administrative or supervisory positions 
which involved the planning of work for 
a group of employees assigned to investi- 
gative duties. Provision is made for the 
substitution of appropriate college or law 
school study for a part of the non-super- 
visory experience prescribed. Applications 
may be obtained at any first- or second- 
class postoffice and filed with the Civil 
Service Commission, Washington, D. C. 
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The following article is a reprint of 
an accounting research bulletin issued 
in January, 1942, by the Committee on 
Accounting Procedure (Mr. Walter A. 
Staub, Chairman) of the American In- 
stitute of Accountants. 


RESERVES CONSIDERED IN THIS 
BULLETIN 


The reserves considered in this bul- 
letin are limited to those which are 
provided as a result of the present 
war and which would not otherwise be 
required. While other accounting 
problems arising out of the war are 
referred to, the bulletin is primarily 
concerned with the treatment of such 
reserves in the financial statements of 
Organizations which are substantially 
engaged, directly or indirectly, in pro- 
duction for war purposes, or are ma- 
terially affected by conditions growing 
out of the war. 


SUMMARY STATEMENT 


(1) The committee has previously 
stated in effect that it is plainly desir- 
able to provide, by charges in the cur- 
rent income statement, properly classi- 
fied, for all foreseeable costs and losses 
applicable against current revenues, to 
the extent that they can be measured 
and allocated to fiscal periods with rea- 
sonable approximation. In applying 
this principle to special reserves for 
war costs and losses, experience during 
and following the first world war and 
recent well-defined social trends should 
be taken into account. 

The charges for which the reserves 
have previously been created should 
be applied against the appropriate re- 
serves, and any unused portion thereof 
should be dealt with in accordance 
with general practice relating to cor- 
rections of estimates made in prior 
years. 


(2) Where reserves are created for 
possible war costs and losses the 
amount of which is not presently de- 
terminable and which do not come 
within paragraph (1), the committee 
suggests that the provision be shown 
in the income statement as a deduction 
from the income for the period com- 
puted on the usual basis. The purpose 
and amount of such reserves should be 
shown as clearly as possible in the fi- 
nancial statements. 

When the costs and losses of this 
nature are later determined they should 
be brought into the income statement, 
but it is desirable that this should be 
done in such a way as not to obscure 
the results for the period then current. 

(3) Where reserves of the second 
group (paragraph (2) above) are rela- 
tively large it may be undesirable to 
use the term “net” income in relation 
to any figure in the income statement 
of either the period in which the re- 
serves are made or the period in which 
the costs or losses are ascertained and 
brought into account. In such cases, 
the following procedures might well 
be adopted : 


I. In the period in which the reserves 
are created: 


(a) Prepare the income statement to 
show the balance of income re- 
maining after providing for all 
reasonably determinable costs and 
losses as required in (1) above. 

(b) Deduct from such balance pro- 
visions coming within the scope 
of (2) above. 

(c) State the remainder as the amount 
of income transferred to earned 
surplus. 


II. In the period in which the costs or 
losses are determined and brought 
into account: 

(d) Prepare the income statement to 
show the balance of income re- 
maining after providing for all 


reasonably determinable costs and 
losses of the period then current. 
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(e) Show as separate charges in the 
income statement those items re- 
lated to prior periods for which 
provision was made in I(b) 
above. 

(f) Show, as a credit in the income 
statement, a transfer from the re- 
serves created under I(b) above 
to the extent that they have been 
amy against the items in II(e) 
above. 


(g) State the remainder as the amount 
of income transferred to earned 
surplus. 


(4) It is not permissible to create 
reserves for the purpose of equalizing 
reported income. Reserves for the 
purpose of dividend equalization may 
be provided only by charges against 
earned surplus; no charges may be 
made thereagainst except for dividends 
or for transfers back to earned surplus. 


DISCUSSION 


The object of this bulletin is to pre- 
sent recommendations for meeting war 
conditions in a manner consistent with 
accounting principles previously estab- 
lished. The existing situation presents 
in acute form the problem of reconcil- 
ing two basic accounting objectives: 
first, that of bringing charges as nearly 
as may be into the same accounting 
period as the revenue against which 
they are fairly applicable, and secondly, 
that of basing accounting entries as 
far as possible on objective evidence or 
on estimates of a reasonably definitive 
character. In general, the committee 
believes that the first of these objec- 
tives should be regarded as the more 
essential; but this conclusion does not 
warrant the presentation of figures in 
which amounts determined with a rea- 
sonable degree of accuracy and in ac- 
cordance with accepted accounting 
principles are combined indistinguish- 
ably with others representing mere 
conjecture. 

While many items in financial state- 
ments are determinable with substan- 
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“They tell me tanks are 





important machines, 


too!” 


“My prarr Boarp seems to think Uncle Sam 
could get along without me in the Army — but 
that doesn’t mean I’m out of the defense picture! 
Not as long as speed in industry is important, 


anyway! 


“This Model M Comptometer isn’t exactly a 
40-ton tank — but it sure puts the ‘blitz’ on figure 
work, and it’s mighty important to my company 


in helping to ‘keep ’em flying’! 


“So I feel like ’'m doing my part. Because 
our management has to have accurate figures, and 
have ’em fast. And I know from experience that 
no adding-calculating machine can turn ’em out 
like the Comptometer. As for operating accuracy 
— every key stroke I make has to be passed by 
the Comptometer’s exclusive Keystroke-Censor, 
which means operating confidence and top operat- 
ing speed! On this machine, too, there are no 
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distracting zeros appearing on the answer dial, 
unless they’re part of the actual answer — so I 
can read off answers a lot faster, with less chance 
of incorrect reading. (That’s another exclusive 


Comptometer feature! ) 


“Sorry I don’t have time to tell you about 
streamlined Comptometer methods, too — here 
comes another batch of rush figure work!” 

s 3 e 
To learn how Comptometer machines and methods 
handle “more figure work in less time at lower cost,” 
telephone your local Comptometer Co. representative 


... or, if you prefer, write to Felt & Tarrant Mfg. Co., 
1734 N. Paulina St., Chicago, II. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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tial accuracy, others involve estimate or 
approximation and require the exercise 
of informed judgments within a com- 
paratively wide range of reasonable- 
ness. There is increasing recognition 
of the fact that the significance of peri- 
odic financial statements is limited ac- 
cordingly. The tentative character of 
such statements is accentuated under 
war conditions because of the change 
in methods of doing business and be- 
cause accounting measurements are 
largely dependent on the course and 
duration of the war. Current financial 
statements are, therefore, necessarily 
less indicative of such things as earn- 
ing capacity, ability to pay taxes, and 
capital value than statements prepared 
under normal conditions. 

This committee has in the past em- 
phasized the dangers of attaching un- 
due importance to a single figure such 
as “net income per share.” It feels 
that today the danger is so great as 
to make undersirable in many cases the 
presentation of a figure designated 
without qualification as net income. 
Suggestion is therefore made of the 
special form of income presentation set 
forth in paragraph (3) of the Sum- 
mary Statement. It is recognized that 
other procedures may be desirable, in 
the judgment of management and the 
independent auditor, to reflect the cir- 
cumstances peculiar to various types of 
business enterprises or further changes 
in business conditions. 

The committee has also recom- 
mended extension of the practice of in- 
cluding comparative statements in the 
annual reports of corporations. Under 
existing conditions, with pronounced 
changes in the nature of business trans- 
actions and other aitered circumstances, 
in many cases current statements of in- 
come may not be fairly comparable 
with those of prior periods; it may be 
desirable to emphasize the lack of com- 
parability in the presentation of finan- 
cial statements in such cases. 


SPECIAL WAR RESERVES 


An appendix to this bulletin con- 
tains a list of typical items for which 
reserves may be needed. Corporate 
management and accountants should 
give careful consideration to these and 
similar items in order to decide upon 


The Controller, February, 1942 


the necessity or advisability of provid- 
ing therefor. 

In its first bulletin, the committee 
said: “The test of the corporate sys- 
tem and of the special phase of it rep- 
resented by corporate accounting ulti- 
mately lies in the results which are 
produced. These results must be 
judged from the standpoint of society 
as a whole—not from that of any one 
group of interested parties.” On the 
basis of experience in and after the 
first world war and with the expecta- 
tion that there will be similar adjust- 
ments and dislocations of business after 
the present war, the utilitarian concept 
of accounting should prompt account- 
ants and others to encourage the estab- 
lishment of special reserves for costs 
and losses arising out of the war. 

Recognition of the necessity of such 
reserves is important, not only in the 
interests of the business enterprise, 
but in the interest of the national 
economy as a whole. The government 
might well take account of this fact 
in its fiscal policies generally and in 
respect of taxation. It would be wise 
on the part of the government to give 
consideration to the recognition of 
provisions of this kind as deductions 
in the determination of taxable in- 
come, subject to necessary safeguards 
in regard to the ultimate disposition 
thereof. Such a policy would tend to 
make taxable income more nearly re- 
flect real income, since these reserves 
are intended to give recognition to 
costs and losses related to the war 
period which are real, though in many 
cases they cannot now be definitely 
measured. 

It is to be noted that reserves for 
many of the items listed in the ap- 
pendix have the effect of reducing the 
stated amount of fixed assets, while 
other items, such as restoration of fa- 
cilities or separation allowances, will 
require expenditure of funds in the fu- 
ture. It should be emphasized that 
the creation of reserves for items of 
the latter kind does not, of itself, pro- 
vide funds to meet the expenditures. 
Such expenditures can be made only 
from funds of the corporation avail- 
able at the time. The creation of the 
reserve serves an essential purpose, 
however, in indicating the necessity of 


conserving assets rather than paying 


dividends. 


ACCOUNTING TREATMENT OF 
SPECIAL WAR RESERVES 


The committee has stated that ‘‘over 
the years it is plainly desirable that all 
costs, expenses, and losses of a busi- 
ness, ... be charged against in- 
come.” Applying this principle to pres- 
ent-day conditions, war-time revenues 
should be charged with all reasonably 
determinable costs and losses fairly 
applicable thereto. Specific charges in 
the income statement should, however, 
have a reasonable basis of measurement 
and of allocation of fiscal periods. It 
will be difficult in some cases to fol- 
low this general rule in view of the 
uncertainty as to the duration of the 
war and the course of post-war ad- 
justment. Much will depend on the 
judgment of the management in the 
circumstances of each particular case, 
and margins of error will doubtless be 
greater than in normal times. 

While no attempt is made in this 
bulletin to classify specific reserves, 
they fall, for accounting purposes, into 
two groups: (a) those reserves or parts 
of reserves which must be provided in 
order to conform to accepted principles 
of accounting, and (b) those addi- 
tional reserves or parts of reserves cre- 
ated in the discretion of management 
as a matter of conservative business ad- 
ministration, but which are not pres- 
ently determinable within the limits 
necessary for definitive accounting 
statement. 

Reserves for such items as acceler- 
ated depreciation and accelerated ob- 
solescence, amortization of emergency 
facilities, and deferred maintenance, 
will ordinarily fall in the first group. 
Reserves for such items as separation 
allowances to employees (where there 
is no legal obligation to make payment 
or no established policy) and losses 
due to excess capacity after the war 
will ordinarily fall in the second 
gtoup. Some reserves may fall in part 
in each group. Doubts as to proper 
classification should be resolved in fa- 
vor of inclusion in the first group. 

Items in the first group should be 
deducted in arriving at any figure de- 
scribed as net income; items in the 
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second group should be shown as ex- 
traordinary deductions from net in- 
come. If the alternative recommended 
in paragraph (3) of the Summary 
Statement is adopted, items in the first 
group should be treated as proposed in 
I(a) thereof; items of the second 
group should be shown as in I(b) 
thereot. 


DISPOSITION OF RESERVE BALANCES 


Charges, in the case of reserves of 
the first group mentioned above, 
should be made against the reserves 
and any unrequired balance should be 
included as a separate item in the in- 
come statement after operating profits 
or, in exceptional cases, as a credit to 
earned surplus. Charges against re- 
serves of this kind should be limited 
to those for which the reserves were 
provided. 

Charges, in the case of reserves of 
the second group, should ordinarily be 
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shown in the income statement accord- 
ing to the usual rules of classification, 
and an equivalent amount of the re- 
serve shown as an extraordinary credit. 
Any unrequired balances should be 
transferred to earned surplus. Where 
charges of this kind are relatively large, 
the accounting procedure may well be 
such as is indicated in paragraph (3) 
of the Summary Statement. 


EQUALIZATION RESERVES 


It has long been established in ac- 
counting that reserves may not be used 
for the purpose of arbitrarily equaliz- 
ing the reported income of different ac- 
counting periods. Reserves for divi- 
dend equalization have no relation to 
the determination of income, and such 
reserves should be created only by 
charges to earned surplus. No charge 
may be made thereto except for divi- 
dends or for amounts returned to 
earned surplus. 


S.E.C. Adopts Registration Forms 
For Unit Investment Trusts 


On January 9, 1942, the Securities 
and Exchange Commission announced 
adoption of a registration form under 
the investment company act of 1940 
for unit investment trusts which are 
currently issuing securities, including 
those unit trusts which issue periodic 
payment plan certificates. 

It was stated that forms and regula- 
tions for registration of inactive unit 
trusts and management companies 
which issue periodic payment-plan 
certificates present special problems 
and will be issued at a later date. 

Prior to adoption, drafts of the form 
were circulated to all unit investment 
trusts registered under the act for com- 
ment and criticism. 

The registration form will not only 
be available for registration of such 
unit investment trusts under the in- 
vestment company act of 1940 but it is 
contemplated that it may be used, with 
certain additional information, for the 
registration of new issues of securities 


of such unit investment trusts under 
the securities act of 1933. 


INFORMATION REQUIRED 


The form requires comprehensive 
information with respect to the organi- 
zation, operation and management of 
the companies and the rights and obli- 
gations of security holders. The form 
also requires the submission of de- 
tailed financial information, including 
certain over-all experience tables as to 
volume of distribution, termination, 
lapses, and so on, of trusts issuing pe- 
riodic payment-plan certificates. 

Copies of the form, which is known 
as form N-8B-2, have been sent to all 
unit investment trusts to which it is 
applicable. Additional copies may be 
secured from regional offices of the 
Commission. 


CHANGES IN REGULATION 


The Commission, at the same time, 


announced that changes had been 
adopted in Regulation S-X making that 
regulation applicable to the form and 
content of financial statements filed 
by unit investment trusts, including 
unit investment trusts which are issuers 
of periodic payment-plan certificates. 

The changes are designed for use by 
companies subject to the investment 
company act of 1940, but also are ap- 
plicable to statements of unit invest- 
ment trusts filed under the securities 
acts of 1933 and 1934. It is contem- 
plated, however, that further amend- 
ments or a general revision of the re- 
quirements as to the form and content 
of financial statements of companies 
filing under the investment company 
act of 1940 may result from the study 
of the financial statements of the com- 
panies covered by that act. 

The changes in Regulation S-X con- 
sist of: 


(A) Amendments to Rule 1-01 to 
require that Regulation S-X govern the 
form and content of the financial state- 
ments required to be filed as part of 
Forms C-1 and 2-MD; and 

(B) The adoption of Article 6A 
and the related rules of Article 12, 
which deal specifically with the form 
and content of statements of condi- 
tion, statements of income and other 
distributable funds, and schedules for 
unit investment trusts, including unit 
investment trusts which are issuers of 
periodic payment-plan certificates. 


HOW TO ANSWER THAT 
QUESTION 

“WHAT IS THE CONTROLLERS 
INSTITUTE?” is a question capably 
answered in the October (Tenth An- 
niversary) issue of THE CONTROLLER. 
Extra copies, for distribution to busi- 
ness associates or executives in your 
company, ate available at 50 cents. 
Contains a history of The Institute, to- 
gether with examples of the work it is 
doing today. 


PAPERS AND ADDRESSES 
of the Tenth Anniversary Meeting, re- 
cently published, contains 270 pages 
of timely technical data that should be 
read by your staff members as well as 
yourself. Price: $1.50. 
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Speed in organizing and producing for war requires 


speed in figuring and writing indispensable records. 
Everywhere ...in all branches of the armed services... 
in government offices . . . in ordnance plants, arsenals 
and other vital war industries ... Burroughs machines 
are providing the fast figures, records and management 


controls so essential to fast, effective action. 


BURROUGHS ADDING MACHINE COMPANY e DETROIT, MICHIGAN 


DOES: THE work. IN LESS Time — WITH Less err 
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Inventories Gain, But War Needs 
To Tax Supplies 


Manufacturers’ inventories soared above 
the 15 billion dollar mark in November, 
1941, as producers in practically every in- 
dustry sought to cover future production 
needs, the Department of Commerce re- 
ported on January 3. 

The rise of approximately $450 million 
during the month lifted the total value of 
stocks to the highest point ever recorded 
and placed the nation in an exceptionally 
strong inventory position at the time of 
its entrance into the war. 

Despite this huge volume of aggregate 
inventories, however, supplies of many 
basic raw materials, particularly metals, 
will be severely taxed by the production 
requirements of the steadily expanding 
war program. The necessity for conserva- 
tion and for the proper allocation of these 
resources in the interest of maximum mil- 
itary output will call for increased gov- 
ernmental supervision over these supply 
areas. Thus, stocks of these materials 
should tend more and more toward the 
minimum levels necessary to maintain 
production. 

The operation of tighter priority con- 
trols, allocation orders, new curtailments 
of consumer durables, and material scarci- 
ties, is increasingly evident from the char- 
acter of the November inventory rise. 
Advances in this latest month were heavily 
concentrated in the nondurable goods in- 
dustries in sharp contrast to the situation 
in earlier months when durable producers 
far outstripped those of nondurables in 
the building of inventories. 

Producers of durable goods in Novem- 
ber were generally unable to continue 
the record pace of accumulation main- 
tained in prior months. Additions to 
their stocks were one-third smaller in 
November than in the previous month, 
and almost one-fourth under the average 
monthly addition made during the period 
since last June. Meanwhile, nondurable 
goods industries registered the largest in- 
ventory increase of the year. Every major 
industry group participated in the upward 
movement with particularly large addi- 
tions to stocks being made by the food 
products and textile industries. 

The Department’s monthly index of 
manufacturers’ inventories (average month, 
1939 = 100) advanced to 152.9 in Novem- 
ber from 148.3 in the previous month. 
The increase was somewhat less than that 
in October, when a record inventory rise 
added nearly $500 million to the value of 
stocks, The index for durable goods. in- 


dustries advanced from 166.2 to 169.9 in 
the period, while the broad rise in hold- 
ings of nondurable producers lifted the 
index for this group from 132.7 to 138.0. 

New business placed with manufactur- 
ers again turned upward in November 
after a decline in the previous month. 
Large increases in orders received by the 
machinery industry and other important 
suppliers of military equipment were pri- 
marily responsible for a sharp rise in the 
durable goods group. Among the non- 
durables increased orders for textiles and 
leather products, contributed the major 
share of the total rise for the group as a 
whole. Inasmuch as the value of new 
orders for durable goods was approxi- 
mately equalled by increased shipments, 
backlogs were little changed during the 
month. 

Little change took place in the value 
of shipments of manufactured products 
during November, making the third month 
that the Department’s index (January 
1939 = 100) has remained slightly above 
200. A further rise in durable goods 
deliveries in November offset a decline, 
partly seasonal, in shipments of nondur- 
ables. The relative stability of shipments 
at this peak level mirrors the plateau estab- 
lished by manufacturing production in 
recent months and points to the econ- 
omy’s increasing dependence upon new 
facilities for further advance. 


Value of Securities Drops 39.7 Per Cent. 
In Year 


The Securities and Exchange Commis- 
sion reported in December that the mar- 
ket value of total sales on registered secu- 
rities exchanges in November, 1941, was 
$597,388,504, a decrease of 3.5 per cent. 
from the October total and a decrease of 
39.7 per cent. from that of November, 
1940. 


Canada’s War Bill More Than 
Three Billion 


Approximately one-half of the indus- 
trial workers of the Dominion of Canada 
are engaged in war production, and war 
contracts placed since the beginning of the 
war now total more than $2,500,000,000, 
it was announced by the Royal Bank of 
Canada in mid-November. 

Stating that Canada’s production of 
military supplies before the outbreak of 
the war was insignificant, the bank de- 
clared that the Canadian and British gov- 
ernments had authorized the expenditure 
of more than $520,000,000 for the con- 
struction and equipment of war plants. 


“Increased Dominion taxation and non- 
tax revenues,” the bank said, “are ex- 
pected to yield about $1,400,000,000, so 
that the Dominion will have paid approx- 
imately 75 per cent. of its war and non- 
war budgetary expenditures out of cur- 
rent revenue, or 65 per cent. of the war 
expenditures after the non-war items have 
been paid in full. These sums represent 
the requirements of the current fiscal year 
only. 

“Total commitments, direct and indi- 
rect, that Canada has assumed to date ag- 
gregate more than $3,250,000,000. Next 
year and the year after, should the war 
continue, still greater sums will be re- 
quired.” 
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FINDS “PAPERS AND ADDRESSES” 
COMPLETE AND INTERESTING 


To Managing Director 


CONTROLLERS INSTITUTE OF AMERICA: 


Since I have become a member of the 
Controllers Institute, I have been unable 
to attend any of the large meetings which 
have been held in New York, although my 
attendance at our local meetings has been 
quite regular. It disturbs me very much 
when I hear the other members commenting 
on the excellent meetings which were held 
and the many interesting talks or papers 
which were read, for I realize that I have 
not only missed the making of new friends 
within our group, but I have also failed 
to take advantage of the full benefits which 
The Institute offers to all of its members. 

This disappointment is considerably off- 
set by the receipt of the book, ‘Papers and 
Addresses, Tenth Anniversary Meeting,” 
inasmuch as it is complete in detail and I 
can select the papers or speeches in which 
I am interested in the order that I should 
like to read them. 

Personally, I believe The Institute does 
an excellent job in every possible way and 
I am delighted that I have been able to 
meet a splendid group of men and also be 
entitled to receive the very interesting ma- 
terial which The Institute publishes. 

I feel quite sure that as time goes on, 
if it is at all possible for improvement in 
The Institute’s proceedings, that such im- 
provements will take place very promptly 
and regularly. 

EpwarD L. FortTIn, 
The Selas Company 
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WE-ALL 


The Japanese attack on the United States instantly changed 
our trend of thought in this country. 


Before that attack some of us thought in terms of “T’’, others 
in terms of “we”. Neither of those terms expresses our feelings 
today. 

“T” represents only one person. 

“We” may mean only two or a few persons. 


Our slogan now is WE-ALL, which means every loyal individ- 
ual in the United States. 


We are facing a long, hard job, but when the United States 
decides to fight for a cause, it is in terms of WE-ALL, and 
nothing can or will stop us. 


President Roosevelt, our Commander-in-Chief, can be certain 
that WE-ALL are back of him, determined to protect our country, 
our form of government, and the freedoms which we cherish. 


President, 


International Business Machines Corporation 
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Control] ler ame -Here Are the Answers to Your Questions on: 


THE NEW REVENUE ACT—in “The New Revenue Bill,” by Maxwell E. McDowell, Head of Tax Department, 
Standard Oil (New Jersey); in “The U.S. Treasury Counsel Looks at the New Revenue Act,” 
by Thomas Tarleau, U. S. Treasury Counsel; in “Taxation for Defense,” by Ellsworth C. Alvord, 
tax authority; in “Questions and Answers on the New Revenue Bill,” by Alger B. Chapman, of 
Alvord and Alvord, tax attorneys. 

COST-PLUS CONTRACTS—in “Phases of ‘Cost-Plus’ Contract Work,” by Clifford A. Hill, of Dravo Corpora- 
tion; in “The ‘Cost-Plus’ Contractor’s Profit Depends on His Controller,” by Laurence A. Smith, 
of McDonnell Aircraft Corporation. 


WAGE AND HOUR ACT—in “Questions and Answers on Wage and Hour Problems,” by Daniel H. Schultz, 
Leeds & Northrup Company, Harry C. Gretz, American Telephone and Telegraph Company, Irv- 
ing Kurcias, Field Auditor of the Wage and Hour Division, John C. Naylor, Pet Milk Company, 
and Stanley Simmons, Editor of Prentice-Hall, Inc., Labor Service; in “The Wage and Hour Act 
in a Seasonal Industry,” by I. D. Dawes, of Virginia-Carolina Chemical Corporation; in “Back 
to the Hourly Basis,” by H. L. Balme, of Oneida, Ltd.; in “Wage-Hour Practice in a Small 
Firm,” by E. W. Weston, of The Weston Paper and Manufacturing Company; and in “Wage 
and Hour Problems,” by Harry C. Gretz. 

SOCIAL SECURITY DEVELOPMENTS— in “Inventory of Current Social Security Developments,” by R. T. Comp- 
ton, Secretary, Economic Security Committee, National Association of Manufacturers; in “Is 
Experience Rating Justified from the Viewpoint of the Taxpayer, the Employee, and the Public?” 
by Dr. Emerson P. Schmidt, University of Minnesota; and in “Priorities and Post-Defense Un- 
employment Will Affect Rates,” by Murray W. Duberstein, of Prentice-Hall, Inc. 

TREATMENT OF DISCOUNTS AND PREMIUMS in the refunding of bonds—in “Treatment of Discounts and 
Premiums in the Refunding of Bonds,” by Richard H. Browne, of Terminal Barber Shops; and 
in “Amortizing the Redemption Premium,” by H. J. Ensign, of Willard Storage Battery Company. 


FUTURE TRENDS IN ACCOUNTING—in “Future Trends in Accounting,” by George O. May, Senior Partner, 
Price, Waterhouse & Company. 

WARTIME CANADA—in “Canadian Income and Excess Profits Taxation in Wartime,” by J. F. Gibson, F.C.A., 
Chief Corporation Assessor, Income Tax Division of the Department of National Revenue, Canada. 


USE OF MANUALS—in “Problems in Planning for the Installation of Manuals,” by James E. McMullen, of 
The Colorado Fuel and Iron Corporation; in “The Complete Use of Manuals,” by D. R. Anderson, 
of The Kendall Company; and in “Comment on Manuals,” by C. B. Nickerson, of Greenfield Tap 
and Die Corporation. 


POST-WAR PROBLEMS—in “After the War, What?” by Dr. Henry M. Wriston, President of Brown Univer- 
sity; in “Problems of Defense Production and Its Aftermath,” by Robert R. Nathan, Chief of 
Military and Civilian Requirements Branch of the Bureau of Research and Statistics, O.P.M.; 
and in “The Problem of a Post-War Depression,” by Bradford B. Smith, Economist, United States 
Steel Corporation. 


TFR-300—in “Questions and Answers on TFR-300,” by Harvey Reeves, of the U. S. Treasury Department. 


ALL IN ONE BOOK, JUST PUBLISHED: 


“Pa pers Q nd Addresses,r. Tenth Anniversary Meeting” 


CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-second Street j 5 O er CO 
: $1.50 per copy 


New York City 
Enclosed find $............ (check, money order) for ............ copies of “Papers and Addresses, Tenth 
Anniversary Meeting.” 
DRANG gs 5: 0. 5re iS wings gimwieis inal ee Ie RS Loree aa seolerer diese Diolelo ate walaromee sles Nise ierrorereettolole 
(PLEASE PRINT) 
COENPORY 0 ois ce cccsecendsecdadedersceseeeegivecess eeepes eaeeebeus se seenetoeeeane 
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“WE ACCOUNT FOR” 
(Continued from page 56) 











$240 or 914%, the owners were paid 
$224 (a return of 6.7% on their sav- 
ings), and the balance $280 or 11% 
was used to replace the plant and to 
safeguard savings and jobs. In the 
complete reports, these condensed in- 
terpretations can be expanded and the 
derivation of the figures clearly ex- 
plained—only basic ideas are here 
stated. 





PAY THEIR WAY ON 


WAN 10) 
COSTING 


With McBee Keysort, Unit Analysis and Waxspot, time- 
keeping and payroll distribution can be run on a daily 
basis to facilitate producing and proving payrolls. 
A McBee installation provides: 


BUSINESS IS PEOPLE AT WORK 


Whichever manner of interpretation 
is used, the fact that business is peo- 
ple at work and the problems of busi- 
ness ate problems between people is 
clearly revealed. No abstract, soulless 
corporation is involved—only people 
and their relations one towards an- 
other. If controllers and public ac- 
countants will, in their understanding 
of these matters, write and speak 
plainly, then the annual reports of 
business soon to be published will con- 
vey to the public the meaning of pri- 
vate business. The public will then 






1) Daily balance of timekeeping and labor distribu- 
tion by departments. 





inlet that yeivene business be promoted 43 Elimination of rating and extension of individual 
and protected that it may better serve Gisenie 
the people, NOW for production to 
win the war; and in the post-war era ad Daily and weekly analyses of direct and indirect 
for production to give employment labor costs by departments and operations, or by 
and good living to all people. projects and jobs —at standard and actual. 
4) All labor costs reports progressed in total for each 
DECLARATION OF item for the current period, month and year-to- 
PRINCIPLES date, and as compared with previous periods. 
The following declaration was | : , 
adopted by the Board of Directors of —all without changing present payroll or 
The Controllers Institute of America costing system, and without requiring 
on January 19, 1933, at the sugges- trained operators. Ask the McBee repre- 
tion. of the Committee on Professional sentative 
Standing: ’ 


The Controllers Institute of Amer- 
ica stands for the observance of the 
highest ethical standards in corpo- 
rate accounting practice and in the 
preparation of reports of financial 
and operating conditions of corpora- 
tions to their directors, stockholders 
and other parties at interest, in such 
manner that all concerned may know 
the actual conditions in so far as 
such reports may assist in the de- 
termination thereof. To that end, the 
Controllers Institute of America of- 
fers its advice and assistance in con- 
nection with any movement which 
has for its purpose the establishment 
of better safeguards for the protection 
of the investor. EOE PLS EOE EAL DDL OEE it ET TE TE, 
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THE MSBEE COMPANY 


General Offices: Athens, Ohio 


Sales Offices in Principal Cities 
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NEW CAPITAL 








(Continued from page 65) | 





which can be recognized as new cap- 
ital. If the additions and deductions 
previously discussed resulted in a 
smaller amount of new capital (which 
would be so if there had been a sub- 
stantial increase in inadmissible as- 
sets), then the smaller amount would 
be the new capital. 

You can see that what has resulted 
in this assumed case is the acquisition 
of $5,000,000 of capital, $2,000,000 
of which does not count as new capital 
because it was obtained through a Sec- 
tion 112 transaction or from another 
controlled corporation, leaving $3,- 
000,000 that came in from outsiders. 
Of that, $2,000,000 was used to retire 
borrowed capital leaving $1,000,000 
which is the real amount of outside 
new capital remaining in the enter- 
prise, and that is how the limitation 
works out. 

However, the statutory language 
does not accomplish the result really 
desired if some other things happen, 
and so I have projected this illustration 
to January 1, 1943, having assumed 
that for the year 1942 the company 
earned $1,000,000 and paid out of 
that a dividend of $500,000. In mak- 
ing our computation of the limitation, 
we find that the sum of equity and 
borrowed capital at January 1, 1943 is 
up to $13,500,000, the additional 
$500,000 being the undistributed 1942 
earnings. We make the same deduction 
for the non-recognized capital of $2,- 
000,000, leaving $11,500,000. We 
then compare that with our January 1, 
1941 aggregate equity and borrowed 
capital but find that there is no reduc- 
tion to be made on account of a de- 
crease in accumulated earnings, as was 
the case in our computation as of July 
1, 1942, so that when we deduct $11,- 
000,000, the January 1, 1941 total, 
from $11,500,000, the January 1, 1943 
total, we have a limitation of $500,000, 
which is the maximum that can be 
recognized as new capital. 

Your obvious reaction to a consider- 
ation of this tabulation must be that 
I have made an error because if the 
company had a surplus at January 1, 
1942 of $1,000,000, earned $1,000,- 
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000 and paid $500,000 in dividends 
in 1942, it would have a surplus at the 
beginning of 1943 of only $1,500,000, 
whereas the tabulation shows $2,000,- 
000. You would be correct but so is 
the tabulation because the statute pro- 
vides that the determination of the ac- 
cumulated earnings, as of the begin- 
ning of any year subsequent to January 


1, 1941, shall be made without regard 
to distributions subsequent to January 
1, 1941. Thus, in determining accu- 
mulated earnings, we cannot deduct 
the dividend distributions. It is not 
believed that the indicated result was 
intended by the framers of the legisla- 
tion, but, nevertheless, until the law is 
changed such is its effect. 


Conversion and Retooling On 
Industrial Battlefront Begins 


Industrial plants throughout the 
United States have begun the process 
of retooling and retraining of workers 
for wartime production, Federal Se- 
curity Administrator Paul V. McNutt 
announced in January. Much of the 
ground work in converting plants from 
peacetime occupations to military uses 
is being done by the United States Em- 
ployment Service, stated Mr. McNutt. 

Skilled occupational analysts of the 
Employment Service, Mr. McNutt ex- 
plained, help employers whose plants 
are to be converted by studying the 
work to be done and the types and 
numbers of jobs that will be involved. 
An analyst may find that the employ- 
er’s labor force includes persons who 
need only a short training course to do 
the new work. Through ‘Job Family” 
studies, which show the relation be- 
tween different kinds of jobs, the ana- 
lyst helps the employer solve his job 
problem by transferring some of his 
workers from their regular work to de- 
fense jobs. 

If additional workers from outside 
are needed, Mr. McNutt said, the em- 
ployment office is asked to obtain them. 
If there is a shortage of the particular 
type of worker required for the job, 
the “Job Family” study helps to find 
workers with related or adaptable 
skills. When necessary, the employ- 
ment office arranges for referral of 
workers to free vocational training 
courses. But to expedite the training 
process, the job analyst, working in 
close collaboration with the Training- 
Within-Industry Division of the Office 
of Production Management, helps the 
employer plan an on-the-job training 
program. 


Another way in which labor scarcity 
is relieved, Mr. McNutt pointed out, is 
to break down the component elements 
of a skilled job, so that some of the 
work can be taken over by less skilled 
men, allowing the skilled worker to 
devote his entire time to the most 
skilled and complex processes. 

“Throughout the country, there are 
striking illustrations of America’s in- 
dustries taking their places in the bat- 
tle line of production,” Mr. McNutt 
declared. ‘Countless instances of the 
changes taking place are to be found 
everywhere. A company in Pennsyl- 
vania which used to make electric re- 
frigerators today turns out 75-milli- 
meter howitzers. Another company 
which used to manufacture typewriters 
is producing parts for machine guns. 
Guns are being made by a firm which 
formerly made printing presses. A 
sparkplug manufacturer is making ma- 
chine guns, and a cutlery company is 
turning out cartridge clips in place of 
knives and forks. Tanks are rolling off 
the assembly lines of automobile and 
locomotive factories. Garment work- 
ers are making parachutes, and farm 
hands are turning out munitions in 
plants located in rural areas.” 

Job-analysis offices of the Employ- 
ment Service, Mr. McNutt said, are 
located in important production areas 
throughout the country. There are oc- 
cupational analysis field centers in Chi- 
cago, Illinois; Dallas, Texas; Detroit, 
Michigan; Los Angeles, California; 
Portland, Oregon; St. Louis, Missouri ; 
St. Paul, Minnesota; and Washington, 
D. C. 
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Inventory Verification Ruling Is Eased by 
S.E.C. to Speed Output of War Materials 


The Securities and Exchange Com- 
mission announced on January 22nd 
that where physical verification of in- 
ventories by independent public ac- 
countants would curtail production of 
wart materials, it might be omitted so 
long as the company concerned and its 
accounts took reasonable practical al- 
ternative measures to assure the sub- 
stantial fairness of inventory amounts 
stated. 

This liberalization of the commis- 
sion’s accountancy requirements, which 
had been enforced strictly since the 
case of McKesson & Robbins, Inc., 
wholesale druggists in New York, has 
been inspired by a desire to avoid any 
possible interruption in the production 
or delivery of war materials. 

The commission’s announcement 
states that in present circumstances it 
may in particular cases be impossible 
to take a satisfactory physical inven- 
tory without interruption of war produc- 
tion or for independent accountants 





QUALIFICATIONS 
FOR INSTITUTE 
MEMBERSHIP 


Membership in the Institute is 

open to— 

a. Controllers. 

b. Assistant controllers when spon- 
sored by their chiefs. 

c. Persons performing the  ac- 
cepted duties of a controller, 
even though they may have 
other titles, or no titles at all. 

Membership is carefully restricted. 

The Institute is composed entirely 

of controllers, except a small num- 
ber of associate members, and was 
formed for the purpose of assisting 
in the study of controllers’ problems 
and technique, and thus make the 
controller more valuable to his com- 
pany. 

The Institute is not allied with, or a 

part of, any other organization. 











PAPERS AND ADDRESSES 


of the Tenth Anniversary Meeting, re- 
cently published, contains 270 pages 
of timely technical data that should be 
read by your staff members as well as 
yourself, Price: $1.50. 


to have such physical contact with the 
inventory as normal auditing proce- 
dure calls for. It proceeds: 

“The auditor by devising supple- 
mental procedures based on the circum- 
stances of the particular case and by 
extending the scope of normal proce- 
dures which do not require cessation 
of production should endeavor wher- 
ever possible so to satisfy himself as 
to the substantial fairness of the inven- 
tory amounts that his certificate, while 


indicating the omission of the normal 
procedure of observation or test-check- 
ing, need not contain an exception to 
the substantial fairness of the presen- 
tation of inventories.” 

Companies wishing relaxation of 
the accountancy requirements are di- 
rected to write to the commission 
either before or at the time of making 
their annual report giving reasons why 
normal inventory procedure cannot be 
followed. 
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Full Automatic Tabulating Model “ST-10”...so 
completely automatic that all mental and phys- 
ical effort is eliminated from its operation. 
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REVIEWS of Recent Business Publications 


“VFFEDERAL TAXES ON ESTATES, 
TRUSTS AND GIFTS 1941-42” by Rob- 
ert H. Montgomery, LL. D., C.P.A. Ronald 
Press, New York. 761 pp. $7.50. 


The new 1941-1942 Federal Taxes on 
Estates, Trusts and Gifts is another land- 
mark in the series of handbooks beginning 
about twenty years ago of which Mr. Mont- 
gomery is the author. The successive edi- 
tions have shown continuous improvement 
and they maintain the author's standing as 
one of our foremost authorities on taxes, 
accounting and auditing. It is to be hoped 
that these books will continue to appear. 

In a short preface the author emphasizes 
the importance of making gifts and creating 
trusts so that they conform to Supreme 
Court decisions. As usual he gives due 
credit to his collaborators. 

The four parts into which the book is 
divided consist of The Income Tax on 
Estates and Trusts, The Estate Tax, The 
Gift Tax and Methods of Estate Distribu- 
tion. After this follow five indexes: Table 
of Law Sections, Regulations, Treasury De- 
partment Rulings, Decisions of U. S. Board 
of Tax Appeals and Courts and General 
Index. The indexes occupy 67 pages, en- 
abling a seeker after information to find 
it quickly; for depend upon it, if it is in 
the book, it is in the index, which is some- 
thing to be thankful for. 

The author in his usual lucid and vigor- 
ous language condenses the large volume 
of rulings and decisions and points out in 
a very readable style the meaning and effect 
of the attitude of the treasury department 
in these matters. The frequent use of sub- 
titles makes for clarity and ease in referring 
to a particular problem quickly. In dis- 
puted cases the pros and cons are given 
and Mr. Montgomery does not hesitate 
forcefully to express himself in independent 
views, usually from a logical accounting 
approach; however, many decisions are left 
to the reader. 

After reading this book, one wishes that 
controllers may continue to be of influence 
in bringing about changes in the laws that 
would tend to eliminate a vast amount of 
litigation resulting from the confusion in 
our tax structure. 

This work is an outstanding reference 
that should be on the desk of all who have 
to deal with the preparation of tax re- 
turns. 

Reviewed by RANDOLPH LANE. 


“SUBCONTRACTING FOR DEFENSE,” 
by the Policyholders Service Bureau of 
Metropolitan Life Insurance Company, One 
Madison Avenue, New York City. 68 pages. 
Free to executives. 

Labeled “A Study Prepared in the Inter- 
est of Stabilizing Employment,” this publi- 
cation should be of genuine service to ex- 
ecutives of companies wanting to know 
more about that growing pains stage of war 
production, subcontracting. 

Subcontracting is examined here in a 
manner which will be useful to companies 
wishing to subcontract and to those wish- 
ing to obtain a subcontract. 

The study divides itself into ten chapters 
and three appendices. The chapters are: 


“How To Secure a Prime Contract”’ (secur- 
ing armament work, using the federal cata- 
logue, where to find procurement offices, 
significance of critical materials) ; ‘““Organ- 
izing Subcontract Work” (centralization in 
the planning department charted, in the pur- 
chasing department, and under a factory 
manager. Qualifications of personnel and 
cost of operation) ; ‘Selecting Work to be 
Farmed Out’ (forecasting, production 
schedules, machine load charts, selecting 
jobs) ; “How Prime Contractors Select Sub- 
contractors” (how they find them, list them, 
and study them); “How To Secure a Sub- 
contract’ (self-analysis, finding prospects, 
building prestige, cooperative groups) ; “As- 
sistance Given Subcontractors” (types of in- 
itial and continuing assistance); ‘Produc- 
tion Control” (the prime contractor’s con- 
trol and the subcontractor’s control); and 
“Bases for Pricing Subcontract Work.” 

The three appendices are as follows: Ap- 
pendix A is a list of regional offices of the 
Office of Production Management; Appen- 
dix B is a “Brief Guide for Prime Con- 
tractors’; and Appendix C is a “Brief 
Guide for Subcontractors.” 


“MUNICIPAL FINANCE, November is- 
sue.” Published quarterly by The Mu- 
nicipal Finance Officers Association of the 
United States, 1313 East 60th St., Chicago. 
50 cents per copy. 

Controllers today should be interested in 
the problems of municipal finance, and a 
perusal of this quarterly is an easy method 
of keeping posted on the work and account- 
ing procedures of governmental financial of- 
ficers. 

Some of the interesting articles in the 
November issue of ‘Municipal Finance” are: 
“Extending the Horizons in Municipal Aud- 
iting,” by Charles F. Coates: “Internal 
Audit and Control’ by Paul E. Senecal; 
“Pre-Audit of Financial Transactions,” by J. 
Ralph Toepfer; “Microfilms and Punched 
Cards as Auditing Aids,” by Lee J. How- 
ard; and “Rotation of Auditors,” a sym- 
posium. 


“FEDERAL REGULATION OF TRADE 
UNIONS,” compiled by J. V. Garland. 
H. W. Wilson Company, New York, 1942. 
286 pages. $1.25. This is volume 15, No. 
3 of the ‘Reference Shelf” series. The “‘Ref- 
erence Shelf” is published to “make avail- 
able debates, collections of articles, briefs, 
bibliographies and study outlines on timely 
subjects of current discussion.” 


“THE REORGANIZATION OF RAIL- 
ROAD CORPORATIONS,” by William H. 
Moore. American Council on Public Af- 
ain. Washington, D. C. 1941. 173 pages. 
3.00. 


“THE SECURITIES MARKET AND HOW 
IT WORKS,” by Birl E. Schultz, editor and 
senior author. Harper & Brothers, New 
York. 1942. 400 pages. $5.00. This book is 
the outgrowth of the work of Mr. Schultz 
as instructor for registered stock exchange 
employees in the Stock Exchange Institute. 
It supersedes “Stock Exchange Procedure” 
which came out in 1936. Mr. Schultz was 
assisted by nearly 40 associates who wrote 
certain portions or supplied special data. 
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“CUT DEFENSE COSTS NOW!” State- 
ment of the National Economy League sub- 
mitted to the House—Senate—Treasury 
Committee on Non-Essential Expenditures. 
Prepared by Willard D. Arant, Research Di- 
rector of the League. 30 pages. 

A thorough survey of the channels of ex- 
penditures which can be cut off during the 
national emergency has been prepared in 
this booklet, which is presented in terse, 
compact form for study and reference use 
by those interested in seeing that America’s 
war effort is not dissipated by scattered and 
unnecessary spending. 

The “summary table” at the end of the 
booklet shows projected economies as fol- 
lows: 


Non-DEFENSE EXPENDITURES 
Fiscal Year Ending June 30, 1942 
(in millions of dollars) 

N.E.L. 


Federal Pro- 
Budget posals Saving 


General government....... 874 774 100 
General public works 

MIRON 15.554 5.4 5.0030 0'e. bs 533 270 263 
Aids to agriculture........ 1,061 500 561 
AE GR Ps iveececkeccae 363 100 263 
Werk POTEET. a ce ccccnescecs 1,034 555 479 
Social security............ 463 430 33 
Veterans’ pensions and 

SE a ancesaseascees 564 549 15 
SS SPE ree ER re 89 89 _— 


Interest on the public debt. .1,225 1,225 — 
Transfers to trust accounts.. 275 256 19 
Supplemental items—regular 100 50 50 


WOPRL, 6s0:ce0esnsine one 6,581 4,798 1,783 





“MANAGEMENT AND MORALE,” by 
F. J. Roethlisberger. Cambridge: Harvard 
University Press. 1941. 195 pages. $2.00. 

At first sight this seems just another of 
the books written supposedly for industrial 
management, but phrased in language that 
keeps anyone but business school students 
and professors from reading them. ‘“Man- 
agement and Morale,” however, succeeds 
in outlining a course of procedure for oper- 
ating management—ways and means of in- 
creasing incentives within the organization. 

Some two thirds of the book are spent in 
outlining and repeating a simple method 
by which the business man can deal with 
“problems of human collaboration.” The 
method outlined is by no means as simple 
as it appears to be, and hence the author's 
insistence on drumming it into his reader 
in a thorough manner. 

Each succeeding chapter pounds away at 
this method (or point of view) by looking 
at human collaboration in a new setting. 
The first setting is experimental, but when 
the final setting comes, Mr. Roethlisberger 
presents a concept of personnel manage- 
ment which is stated so positively and in 
such unfamiliar terms of thought that the 
reader is glad to have had the easy “build- 
up” chapters as preparation. 

Perhaps an equally good way to read this 
book is to read the last chapter first. In 
this manner, one can obtain a summary of 
the concrete practices that are advanced, in 
order that they may be evaluated in the 
light of what is to be learned in the earlier 
part of the book. 

For those who do not know it already, 
the book shows definitely that a higher level 
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of ability is required for handling prob- 
lems of employee morale in a large com- 
pany than in a small one. The physical in- 
ability of the manager to be in touch with 
the many actual conditions that affect the 
responses of the greater number of people 
results in a greater dependence upon in- 
sight into human behavior than he has ac- 
quired in the normal course of contacts 
with his fellow men. 

The difficulties presented by securing 
facts through subordinates on questions of 
morale, and the turnover of personnel and 
of methods, as well as the physical size of 
the organization itself, all contribute to 
put the manager out of touch with condi- 
tions upon which accurate intuitive judg- 
ment must rest. 

The implication would follow that it is 
impossible to discover the real effects of 
management devices such as incentive sys- 
tems, job evaluation systems, personnel 
systems, or even of simple intuitive han- 
dling of problems of morale. 

In the last part of the book, the author 
draws together the elements of a simple 
method of looking at a problem in human 
collaboration, of gathering the information 
needed for judgment, and of diagnosing 
human situations. Mr. Roethlisberger im- 
plies that these skills need not be intuitive 
and personal for a management that is will- 
ing to formulate the skills and apply them. 

Several editorial phases of the book con- 
tribute to its value. The table of contents 
is constructed as a brief which could very 
well serve for a quick review after reading 
the book. The references which appear at 
various places in the book constitute an 
excellent bibliography on the subject. And 
the foreword by Dr. Elton Mayo is inter- 
esting, as he seems to be quite familiar 
with the trend of Mr. Roethlisberger’s 
thought. 


“THE SWEDISH COLLECTIVE BAR- 
GAINING SYSTEM,” by Pax! H. Nor- 
gren. Cambridge: Harvard University Press. 
339 pages. $3.50. 

Considerable interest in the Swedish col- 
lective bargaining system has developed in 
the United States since the report of the 
President’s Commission on Industrial Rela- 
tions in Sweden. Mr. Norgren’s work is the 
first really thorough analysis of that sys- 
tem, and his conclusions should be of in- 
terest to employers and union leaders not 
only because of its treatment of the bar- 
gaining processes, but because he has also 
made a careful study of the extent to which 
the Swedish system of collective bargain- 
ing might be applicable in this country. 

The unionization of Swedish workers has 
proceeded on a gradual, systematic basis, 
rather than by fits and starts, until today— 
in a country of only six million persons— 
Swedish trade unions boast of approxi- 
mately one million members. What is 
equally important is the fact that the em- 
ployers of Sweden are also well organized 
for the express purpose of dealing with 
union matters. 

The fact that both workers and employ- 
ers are banded together in their own na- 
tional associations has affected the nature 
of the bargaining process. One major agree- 
ment usually covers an entire industry, and 
while such agreements must perforce be 
standardized, permitting local adjustments, 
they nevertheless force the bargaining 
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parties to take cognizance of the economic 
problems of an entire industry. 

Mr. Norgren does not think that the 
Swedish variety of centralized bargaining 
will be adopted in the United States any 
time soon, because of the insistence of the 
employer here in holding the bargaining 
area to the “natural” unit of the individ- 
ual firm, and also because of the physical 
size of industry in America—a country of 
130,000,000, not 6,000,000 persons. 

Another result of the national employer 
associations in Sweden is the potent use 
of the lockout as a weapon in industrial 
controversy. Mr. Norgren cites several ex- 
amples of the employers’ practice of closing 
down the plants during strikes, thus permit- 
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ting the employers to take the initiative in 
the bargaining procedure. This practice is 
recommended to American employers by 
Mr. Norgren, who goes on to say: “It 
would probably conduce to more efficient 
relations if they took a strong stand in 
favor of industrial form of worker organi- 
zation, as against the outmoded and anom- 
alous craft union.” 

Swedish experience has demonstrated that 
vigorous employer associations may better 
prevent the incorporation in the union 
agreement of restrictive rules which charac- 
terize so many of the American agreements. 
This success, however, is contingent upon 
not only the presence of such associations, 
but also upon the acceptance of trade 





Thompson Products Solves 
Employment Record Problem 





Available for either Electrical 
or Manual Operation 


pDieBoLD Cardineer ROTARY FILE 
SPEEDS HEAVILY INCREASED WORK 


Like many other defense industries, Thompson Products 
employment increased heavily in a 
Their employment data was formerly housed in ring binders 
making records cumbersome and difficult to locate. Today, 
with the CARDINEER Rotary File, this Company obtains 
speedy reference at a spin of the wheel. Valuable space is 
saved. Employee changes are made in a fraction of the time 
previously consumed. Write today for complete details on 
how the CARDINEER can help your particular business or 
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unionism and collective bargaining as the 
modus operandi of industrial relations. 

From the point of view of the American 
unionist, a knowledge of the Swedish union 
system of accepting and negotiating piece- 
rate contracts is valuable. Swedish unions 
have learned that piece rates can be ad- 
justed satisfactorily through collective bar- 
gaining and that arbitrary reductions and 
exploitation of the membership can be pre- 
vented by vigilance. This experience is. sig- 
nificant, for the extension of the bargaining 
area in the United States to a regional or 
possibly a nation-wide basis would neces- 
Sitate more piece-rate contracts to prevent 
undue hardships to the backward concerns. 

The Swedish procedure of settling differ- 
ences, to which Mr. Norgren devotes the 
latter part of the book, is one from which 
American employers and unionists can learn 
a great deal. Two phases of this plan are 
worthy of attention: (1) The common 
practice of calling in mediators not only be- 
fore stoppage of work, but also in the 
course of negotiations themselves, thus pre- 
venting a complete breakdown of contract 
negotiations; (2) The establishment of a 
labor court to expedite the adjudication of 
important grievances arising under the 
union agreements. In the United States, of 
course, many such regional courts would 
have to be set up. 

Professor Slichter, in the foreword, 
points out another significant conclusion of 
this study: ‘Mr. Norgren does not argue 
that the rapid economic progress of Swe- 
den has been the result of the strength of 
organized labor there, but he points out 
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that Sweden’s experience demonstrates that 
highly developed collective bargaining is 
quite reconcilable with rapid economic 
progress.” The trouble with the United 
States, it would seem, is not so much that 
we have unions as that we have not sufh- 
ciently developed techniques for dealing 
with them. 


“RIVAL UNIONISM IN THE UNITED 
STATES,” by Walter Galenson. New York: 
American Council on Public Affairs. 1940. 
317 pages. $2.50. 


Professor Galenson goes a long way in 
this book to indicate what public policy, as 
expressed through law, judicial decision, 
and administrative action, should be to- 
wards conflicts between unions. There are 
very little, if any, benefits to be gained 
from such squabbles, either by the worker 
himself, the union itself, and certainly not 
by the employer. 

Yet any attempt to deal with such union 
strife raises legal problems of the relation 
of the courts to formation of public policy, 
and of the rights of semi-autonomous 
groups (such as unions) in a democratic 
society. 

The history of rival unionism is sum- 
marized in early chapters of the book, and 
the extent of union rivalry in 1940 is 
analyzed, as well as typical methods used 
by unions in these conflicts. One chapter 
treats of the efforts of the courts to deal 
with rival unionism under the principles of 
conspiracy, malice, justification, inducing 
breach of contract, free competition, and 
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absolute rights, with a strong indication 
that these doctrines have proved inadequate. 

Following chapters analyze in detail the 
methods used in the control of rival union- 
ism under the common law of New York, 
and, briefly, elsewhere. The author con- 
cludes that the courts have used every pos- 
sible method and sanctioned no particular 
one as being the final answer. 

Law on the subject is thoroughly ex- 
amined, together with court interpretations. 
The remainder of the book is devoted to a 
description of the manner in which the 
problem has been dealt with by a succes- 
sion of labor boards, culminating in the 
NLRB. 

The problem of rival unionism, suggests 
the author, should be initially presented to 
the expert administrative agencies. Be- 
cause of their specialized training in labor 
relations, their emphasis upon a solution 
rather than simple repression, their fre- 
quent recourse to the ballot box, they would 
best be suited to serve as the initial court. 
He defends this position against the charge 
that it would lead to greater governmental 
paternalism in labor relations by pointing 
to the fact that the government must play 
a role anyway—probably in “drastic and 
often inept judicial interference.” 


“THE BRITISH UNEMPLOYMENT AS- 
SISTANCE BOARD,” by John. D. Millett. 
New York: McGraw-Hill Book Company, 
Inc. 300 pages. $3.00. A case study in 
administrative autonomy. 


“INDEPENDENT LABOR ORGANIZA- 
TIONS AND THE NATIONAL LABOR 
RELATIONS ACT,” by Frank T. Bow. 
rags York: Prentice-Hall, Inc. 120 pages. 
2.00. 


“FISCAL POLICY AND BUSINESS CY- 
CLES,” by Alvin Harvey Hansen. New 
York: Norton. 462 pages. $3.75. 

A mature analysis is made by Professor 
Hansen of the character and significance of 
problems which depression, partial recov- 
ery, and war have presented as they relate 
to American fiscal policy and the business 
cycle. In discussing the changing role of 
fiscal policy under the impact of unem- 
ployment, the book explores the major 
shifts in government expenditure and in 
federal tax structure, new developments in 
budgetary theory and practice, and the role 
of public debt in the modern economy. An 
analysis of price policy and its functioning 
in relation to investment and consumption 
is given, and investment incentives are ex- 
plored. Also examined are the implications 
for investment outlets and stabilization of 
a dual economy in which public utilities are 
government projects, while trade, manufac- 
turing, and agriculture are operated by 
private enterprise. 

The exposition is clear and free from un- 
necessary technical jargon. Although Pro- 
fessor Hansen repeats himself frequently, 
the repetition serves as excellent summari- 
zation. 


“FROM RELIEF TO SOCIAL SECURITY: 
THE DEVELOPMENT OF THE PUBLIC 
WELFARE SERVICES AND THEIR AD- 
MINISTRATION,” by Grace Abbott. Uni- 
versity of Chicago Press. 396 pages. $2.50. 
Speeches and papers of the depression dec- 
ade by the late professor of public welfare 
administration in the University of Chicago. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America held 
January 9, 1942, the applicants named be- 
low were elected to active membership in 
The Institute: 


Harry W. ALTVATER 
Emery Industries, Inc., Cincinnati. 
CHARLES S. ANDERSON 
New Yorker Hotel Corporation, New 
York City. 
HOLDEN V. ARNAIZ 
Hutchinson, Rivinus & Company, Phila- 
delphia. 
CHARLES L. BANDERA 
Federal Match Sales Corporation, New 
York City. 
SAMUEL BOOTH 
The Bryant Electric Company, Bridge- 
port, Connecticut. 
PHILIP J. GEIB 
National Refractories Company, Inc., 
Philadelphia. 
JOHN A. HARTIGAN 
Western Light & Telephone Company, 
Kansas City, Kansas. 
ROLAND A. KORTMANN 
Northwest Publications, Inc., St. Paul 
Dispatch-Pioneer Press, St. Paul, Minne- 
sota. 
LESTER M. LA PoRTE 
Wisconsin Electric Power Company, Mil- 
waukee. 
WILLIAM J. LuBy 
Central Scientific Company, Chicago. 
R. C, MEIER 
The Eddy Paper Corporation, Chicago. 
ADRIAN METZGER 
Schmidt Lithograph Company, San Fran- 
cisco. 
Puitip A. MEYER 
Nicolet Asbestos Mines Limited, New 
York City. 
DANIEL A. MURRAY 
A. O. Smith Corporation, Milwaukee. 
CHESTEEN F. NELSON 
The Sheffield Corporation, Dayton. 
CHARLES L. NIELSEN 
Fleetwings, Inc., Bristol, Pennsylvania. 
Gorpon A. O'BRIEN 
Worcester Telegram Publishing Com- 
pany, Inc., Worcester, Massachusetts. 
ROBERT E. RALSTON 
Frank & Seder, Philadelphia. 
MARTIN J. RASNOW 
Benrus Watch Company, Inc., New York 
City. 
Davip H. SCHMIED 
New Haven Clock Company, New Ha- 
ven, Connecticut. 
HERBERT L. SIMMS 
Bankers Trust Company, New York City. 
RALPH S. SMITH 
Bloomer Bros. Company, Newark, New 
York. 
ALLEN A. WARD 
Nachman Spring-Filled Corporation, Chi- 
cago. 
HENRY E. WENDEN 
Associated Seed Growers, Inc., New Ha- 
ven, Connecticut. 
IRA S. WILSON 
Fleetwings, Inc., Bristol, Pennsylvania. 
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MEETINGS OF CONTROLS 


CLEVELAND 


Topic: “SOME PROBLEMS OF A 
WAR ECONOMY” 

The January dinner meeting of the Cleve- 
land Control was held January 13 in the 
Green Room of Hotel Cleveland. 

Mr. Russell Weisman, nationally known 
economist and author of a daily column in 
The Cleveland Plain Dealer, spoke to the 
members on: “Some Problems of a War 
Economy.” 


DAYTON 
BOARD OF DIRECTORS MEETING 


Regular monthly meeting of the board of 
directors of the Dayton Control was held 
on December 31 at noon in the Van Cleve 
Hotel. 

The directors unanimously agreed to con- 
tribute as much as possible to the success 
of the Midwest Conference to be held in 
Cincinnati in May. An invitation to mem- 
bers of the Dayton Control to meet with 
the Dayton Sales Executive Club on Janu- 
ary 27 to hear Murray Shields of the Irving 
Trust Company, was accepted by the board, 
and a notice of the meeting sent to all 
members. 


DAYTON 


Topic: “CONTROL THROUGH THE 
USE OF CHARTS” 


The January dinner meeting of the Day- 
ton Control was held on January 8 at the 
Van Cleve Hotel. 

Mr. E. W. Weston, Vice President of 
the Dayton Control, led a discussion on the 
subject: “Control Through the Use of 
Charts.” Mr. Weston presented charts 
used daily in his own business, The Weston 
Paper and Manufacturing Company. 

The record of a company’s business op- 
erations, it was pointed out, lies in its ac- 
counting reports and it is only by analyzing 
and studying these figures, by comparing 
them with other similar figures of previous 
performance, and by noting their relation- 
ship to one another, that the progress of 
the business may be measured. 

“The business man of today knows that 
the successful supervision of his business 
depends on his ability to analyze his figures 
and interpret their meaning. Occasions arise 
suddenly when decisions must be made 
quickly and accurately. Snap judgment is 
almost like guessing, and up-to-the-minute 
facts on charts must be available.” 


DISTRICT OF COLUMBIA 
Topic: “TAXES” 

The regular monthly meeting of the Dis- 
trict of Columbia Control was held on De- 
cember 19, 1941, at the Carlton Hotel, 
Washington, D. C. 

Mr. Millard T. Charlton, of James A. 
Councilor & Company, addressed the meet- 
ing on the subject: “Taxes,” and a lively 
discussion ensued. 


HARTFORD 


DIRECTORS MEETING 


A meeting of the Board of Directors of 
the Hartford Control was held in January. 

It was decided to hold Control meetings 
on the second Thursday of each month. Mr. 
Charles Pendlebury, of Veeder-Root, Inc., 
was appointed Chairman of the Membership 
Committee. Mr. Herman A. Papenfoth, of 
the Trumbull Electric Manufacturing Com- 
pany, was chosen Chairman of the Program 
Committee. 


HARTFORD 


FIRST MEETING 


The first meeting of the newly organized 
Hartford Control was held on January 8, 
and was well attended. 

President of the new Control is Mr. 
Floyd Pearce of the Torrington Company, 
Torrington, Connecticut. Other officers in- 
clude: Mr. Herman Papenfoth, Plainville, 
First Vice President; Mr. William Faeth, 
Waterbury, Second Vice President; Mr. 
Homer Huffield, Hartford, Secretary; and 
Mr. William Birs, Waterbury, Treasurer. 


INDIANAPOLIS 


Topic: “FEDERAL INCOME TAXES” 

The January meeting of the Indianapolis 
Control was held at the Indianapolis Ath- 
letic Club on January 14. 

Speaker of the evening was Mr. L. J. 
Skoner of the Chicago office of Ernst & 
Ernst, public accountants, who spoke on: 
“Federal Income Taxes.” 


KANSAS CITY 


Topic: “PUNCH CARD ACCOUNT- 
ING” 

The Kansas City Control held its monthly 
dinner meeting on January 19 at the Kan- 
sas City Club. 

Speaker of the evening was Mr. R. S. 
Coons, Assistant Secretary and Treasurer of 
the Interstate Bakeries Corporation, whose 
subject was: “Punch Card Accounting.” 
Following his speech, Mr. Coons conducted 
his fellow Control members through a tour 
of the Interstate Bakeries office, which has 
one of the finest punch card installations in 
Kansas City. 


LOS ANGELES 


VISIT BY NATIONAL PRESIDENT 


The regular meeting date of the Los 
Angeles Control was changed to the fourth 
Thursday of the month (January 22) to 
coincide with a visit being paid the Con- 
trol by Mr. John A. Donaldson of Butler 
Brothers, Chicago, President of The Con- 
trollers Institute of America. 

Mr. Donaldson spoke on plans and aspi- 
rations of the national organization at 
the meeting, which was held at the Clark 
Hotel. Chairman for the evening was Mr. 
Arthur Cable of Western Auto Supply 
Company. 
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MILWAUKEE 


Topic: “DISTRIBUTION COSTS AND 
HOW TO REDUCE THEM” 

The Milwaukee Control held its regular 
monthly meeting on January 13 at the Uni- 
versity Club of Milwaukee. 

The speaker of the evening was Dr. Lyn- 
don Brown, Director of Market Research 
of Lord & Thomas, Chicago, who addressed 
the controllers on “Distribution Costs and 
How To Reduce Them.” Guest privileges 
for this meeting were limited to one guest 
per member. 


NEW ENGLAND 
Topic: “THE REVENUE ACT OF 
1941” 


The New England Control held its regu- 
lar monthly meeting on January 20 at the 
University Club, Boston. 

Speaker of the evening was Mr. Walter 
A. Cooper, partner, Peat, Marwick, Mitchell 
& Company. Mr. Cooper, one of the coun- 
try’s leading authorities on Federal Tax- 
ation, addressed the members on “The 
Revenue Act of 1941.” After his talk, he 
answered questions which had been sub- 
mitted in advance by the controllers. 


NEW YORK CITY 

‘BOARD OF DIRECTORS MEETING 

The Board of Directors of the New York 
City Control met on January 15 in the 
Shelton Hotel. 

It was decided that the date of the East- 
ern Spring Conference of Controllers for 
1942 will be held in New York City on 
April 20. Mr. George J. Thomas, Treas- 
urer of Tel Autograph Corporation, was ap- 
pointed Chairman of the Conference. 
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NEW YORK CITY 


Topic: “HOW THE PRIORITIES DI- 
VISION OF O.P.M. FUNCTIONS” 


The New York City Control met on Jan- 
uary 15 at the Shelton Hotel. 

Speakers of the evening were Mr. Alden 
C. Brett, Acting Chief of the Contract 
Clearance Branch of the Office of Produc- 
tion Management, and Dr. Samuel S. Strat- 
ton, Technical Consultant to the Director of 
the Priorities Division of O.P.M. 

Mr. Brett, who spoke on the internal 
organization and functioning of O.P.M., is 
Secretary and Treasurer of the Hood Rubber 
Company, Watertown, Massachusetts. He is 
a former President of the New England 
Control and was chairman of the tax ses- 
sion held at the Eastern Spring Conference 
of Controllers in New York City on April 
14, 1941. 

Dr. Stratton, who spoke on the work of 
the Priorities Division and answered ques- 
tions on the processing of forms in the Di- 
vision, is Professor of Economics at the 
Harvard School of Business, on leave in 
Washington. 


PHILADELPHIA 


Topic: “TRAINING SUPERVISORS 
AND WORKERS TO PREPARE 
FOR INDUSTRIAL EXPANSION 
IN THE NATIONAL EMER- 
GENCY” 

The January dinner meeting of the Phila- 
delphia Control was held at the Penn Ath- 
letic Club on January 8. 

Mr. V. William Conover, assistant di- 
rector of the division of training within in- 
dustry, Office of Production Management, 
Washington, D. C., addressed the group on: 
“Training Supervisors and Workers To Pre- 
pare for Industrial Expansion During the 
Present National Emergency.” 

Mr. Conover is Assistant Director of In- 
dustrial Relations of United States Steel 
Corporation, and assumed his present posi- 
tion a little more than a year ago. He holds 
a Bachelor of Science degree from Penn 
College, Iowa, and has done graduate work 
in industrial engineering at the Universities 
of Iowa and Chicago. Before his associ- 
ation with United States Steel Corporation 
he served as Director of Training and as 
Assistant to the President of the Phila- 
delphia Gas Works Company. 

Mr. Conover’s duties take him from 
coast to coast visiting industries responsi- 
ble for the production of essential war ma- 
terials, where he analyzes the labor situ- 
ation and makes recommendations and 
suggestions towards the procurement and 
training of necessary man power. 


ST. LOUIS 
ANNUAL CHRISTMAS PARTY 
The annual Christmas party of the St. 
Louis Control was held at the Missouri 
Athletic Club on Monday, December 29, 
1941, with Mr. Paul L. Jacoby, Control 
President, presiding. 


SYRACUSE 


Topic: ‘““CONTROLLERSHIP: ITS 
FUNCTIONS AND TECHNIQUE” 


Monthly meeting of the Syracuse Control 
was held on January 20 at the Industrial 
Club. 

The subject of the meeting was: ‘“Con- 
trollership: Its Functions and Technique,”’ 
the book written by Mr. John M. Mac- 
Donald and published by The Controllers 
Institute of America. Mr. Fred Hoyt func- 
tioned as discussion leader. 


TWIN CITIES 


Topic: “ADMINISTRATION OF 
STATE UNEMPLOYMENT COM- 
PENSATION LAWS” 


Regular monthly meeting of the Twin 
Cities Control was held January 6 at the 
Saint Paul Athletic Club. 

Speaker of the evening was Mr. Charles 
L. Hoffman of the Minnesota Employers 
Association, who addressed the group on 
“The Current Administration of the State 
Unemployment Compensation Laws,” point- 
ing out the difficulties that are constantly 
being encountered in trying to establish 
uniform interpretations. He cited a number 


of cases, some of which were similar but 
which had been decided with opposite rul- 
ings. 

Mr. Hoffman discussed the pressure be- 
ing brought by the Federal Social Security 
Administration towards paying the maxi- 
mum in benefits, and he described the work 
which has been done by the Minnesota 
Employers Association in an effort to in- 
sure uniform and fair interpretations of the 
law. He reviewed the methods being set 
up to encourage the passage of additional 
legislation to clear up many controversial 
points in the law. 

It was the census of Control members 
that a committee be appointed by President 
Hagerman to work closely with the Em- 
ployers Association in an attempt to secure: 


1) Corrective legislation, and 
2) More uniform interpretation and ad- 
ministration of the present law. 


BALTIMORE, DISTRICT OF COLUM- 
BIA 

Topic: “FEDERAL TAXATION” 

A joint meeting of the Baltimore and 

District of Columbia Controls was held on 

January 14 at the Lord Baltimore Hotel, 

Baltimore. President Arthur R. Burbett 
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presided over the meeting, which was at- 
tended by Mr. Harvey M. Kelley, Assistant 
Secretary of The Controllers Institute of 
America. 

The topic of the evening was “Federal 
Taxation.”” Mr. Cyrus B. King, Managing 
Editor of Prentice-Hall, Inc., New York, 
had been scheduled to address the meeting, 
but, due to illness, was unable to attend. 

Mr. Howard A. Rumf, Editor of the Fed- 
eral Tax Department of Prentice-Hall, spoke 
in Mr. King’s place. He concentrated on 
the Excess Profits Tax Law for 1941 and 
explained very clearly and interestingly the 
changes in the new law. When he had 
finished his address, he answered questions 
submitted by Control members. 


BALTIMORE 


Topic: “UNEMPLOYMENT COM- 
PENSATION ACT OF MARY- 
LAND” 

The Baltimore Control held its regular 
monthly meeting on December 10, 1941, at 
Lord Baltimore Hotel. 

Speaker of the evening was Mr. Joseph 
P. Conlin, of the Maryland Unemployment 
Compensation Board, whose subject was: 
“The Unemployment Compensation Act of 
Maryland.”” Some quotations from his ad- 
dress are as follows: 

“The original Maryland Unemployment 
Compensation Act provided for a study of 
experience rating to be submitted to the 
1941 session of the State Legislature. A 
report was submitted advising against ex- 
perience rating. The wisdom of the Board 
in making such a report is being reflected 
by current business conditions brought about 
by priority material shortages. Experience 
rating would decrease the contribution rate 
for employers with a small labor turnover 
and would conversely increase contributions 
for employers with a large labor turnover. 
The theory of the scheme is based on the 
assumption that employers are capable of 
governing the rate of their labor turnover. 
The fallacy of this assumption is vividly 
illustrated by the inability of employers 
without defense contracts to secure ma- 
terials. This situation is resulting in a cur- 
tailment of their labor forces. Had experi- 
ence rating been in effect, such a situation 
would increase the rate of their contribu- 
tions. 

“Another effect of experience rating is 
the general dimunition of the Unemploy- 
ment Compensation Fund. It has been esti- 
mated that $40,000,000 will be paid during 
the first benefit year after the present war. 
Any scheme which tends to decrease the 
Fund rather than increase the Fund will 
interfere with the payment of these benefits 
at a time when they are most needed. 

“At the present time a suggestion has 
been made that the fifty-two agencies han- 
dling unemployment compensation through- 
out the nation be consolidated. The advan- 
tages and disadvantages of this proposal 
have been widely debated. The suggested 
consolidation would affect the state Employ- 
ment Service as well as the Compensation 
Division. The arguments for consolidation 


under Federal control are: first, lowered 
cost of administration; second, standardized 
benefit provisions; third, the elimination of 
duplicate reports to the Federal and State 
governments and the consequent elimina- 
tion of duplicate records; and fourth, 
greater ease in the matching of manpower 
with job opportunities. The arguments 
against this consolidation are: first, the pres- 
ent cost of administration is reasonable and 
is performed more efficiently by local peo- 
ple conversant with local problems; second, 
benefit provisions should not be standard- 
ized throughout the nation because wage 
rates are not standardized throughout the 
nation; third, while the various states can 
provide reporting forms identical with those 
of the Federal Government, it is not possi- 
ble to eliminate the duplication of wage 
records in various parts of the country if 
the payment of benefits is to be made in a 
prompt manner; and fourth, manpower is 
being matched with job openings through- 
out the nation by a system of clearances be- 
tween the various state Employment Serv- 
ices. 


BUFFALO 


Topic: “AMERICAN ECONOMY 
AFTER THE WAR” 

The January meeting of the Buffalo Con- 
trol was held at the Park Lane Hotel on 
January 6. 

Dr. Fritz Machlup, Professor of Eco- 
nomics at the University of Buffalo ad- 
dressed the meeting on ‘American Economy 
After the War.” Dr. Machlup lived in Eu- 
rope during the first World War and the 
inflationary period following it, and has 
since been a professor at a large number of 
American universities. 

The discussion was informal, the mem- 
bers asking questions on certain problems, 
and Dr. Machlup answering. Despite a 
severe snowstorm during the day and eve- 
ning, attendance was large and the discus- 
sion lengthy. 


BUFFALO 
LUNCHEON MEETING 

A noonday luncheon of the Buffalo Con- 
trol was held on January 20 at the Buffalo 
Athletic Club. 

Purpose of the meeting was for fellow- 
ship and discussion, and it was announced 
that, should enough members like to make 
this luncheon a regular monthly feature, it 
will be incorporated in the Control pro- 
gram. 


CINCINNATI 


Topic: “OBSERVATIONS ON THE 
GENERAL ECONOMIC SITU- 
ATION” 

The Cincinnati Control held its January 
dinner meeting on January 13 at Hotel 
Sinton. Present was Mr. Arthur R. Tucker, 
Managing Director of The Controllers In- 
stitute of America. 

Professor W. P. Calhoun, Professor of 
Finance of the University of Cincinnati was 
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the main speaker of the evening on the 
subject: “Some Observations on the Gen- 
eral Economic Situation.” 

Discussion leaders were: Mr. J. F. Allen, 
The American Laundry Machinery Com- 
pany, Mr. George Brenner, The Cincinnati 
Gas & Electric Company; Mr. W. R. Huber, 
Proctor & Gamble Company; Mr. Ralph 
Miller, University of Cincinnati; and Mr. 
John Quick, The Union Central Life In- 
surance Company. 


CINCINNATI 


MIDWEST CONFERENCE COMMIT- 
TEE MEETING 


The usual monthly meeting of the Board 
of Directors of the Cincinnati Control was 
dispensed with in January, and a meeting 
was held on January 13 of the Midwestern 
Conference Ways and Means Committee. 


EMPLOYMENT 


Treasurer or Controller 


Seasoned executive now employed by 
large New England textile corporation seeks 
new connection as Treasurer or Controller. 
American citizen, 47 years old, high rating 
in character, health, intelligence, energy and 
personality. Broad training in accounting, 
costs, business administration, with well- 
rounded financial background. Accustomed 
to and familiar with modern methods of 
budgetary forecasts and control, and have 
the requisite imagination to make my posi- 
tion contribute substantially to the growth 
and earnings of the company. Interested 
in negotiating with progressive company re- 
quiring capable executive. Address No. 180, 
“The Controller.” 


PERSONAL NOTES 


Mr. Frank J. Carr, first President of the 
Controllers Institute of America, has been 
elected Vice-President in charge of Fi- 
nance of American Steel & Wire Com- 
pany, a subsidiary of United States Steel 
Corporation. Mr. Ogden Ashley, also a 
member of The Institute, has been named 
assistant to Mr. Carr. 





PUZZLED? ABOUT SOME 
CONTROLLERSHIP 
PROBLEM? 

The Controllers Institute of 
America can help you. Through 
The Institute you can reach as 
many men in this field as you 
wish, either directly or with the 

cooperation of The Institute. 





























If, like so many executives these 

days, new accounting problems 
are disrupting production schedules and 
claiming too much of your time, avail 
yourself of the services of Underwood 
Elliott Fisher and its nation-wide staff 
of machine accounting specialists. 


This staff not only has available all 
three famous lines of Underwood Elliott 
Fisher Accounting Machines, each in a 
wide variety of models, but a library of 
machine accounting data that holds the 
answer to practically every accounting 
problem that ever develops. 


Is it a matter involving the handling 





of accounts receivable or payable? Does 
it concern stock control, billing or or- 
der writing? Or does it embrace pay 
rolls and the maintenance of records 
in accord with Federal and State re- 
qu irements ? 


Underwood Elliott Fisher not only 
offers the right machine for your pur- 
pose but, without cost to you, the ser- 
vices of its staff of specialists working 
in cooperation with your own account- 
ing organization in applying it to your 
business. Why not telephone our local 
Branch or write today. 


UNDERWOOD ELLIOTT FISHER COMPANY 
One Park Avenue, New York, N. Y. 


Underwood 
Elhott Fisher 


Sundstrand 


ACCOUNTING MACHINES 





\ The Famous Elliott Fisher Electric 
Keyboard Accounting Machine 


with the exclusive flat-writing platen. 
Adaptable because of its great flexibility 
to any business. Eliminates manual hand- 
ling of carbons. Performs many related 
operations at a single typing. 


One of many Underwood Elliott Fisher 
Accounting Machine Models 


Copyright 1941, Underwood Elliott Fisher Company 





= sy & = Saving enough 
STEEL 


to put a 
| TERY TA ALT 
into the 


6 UARDSMAN 


“STEEL-SAVER” FILES 


pe SHARP STAB of war focuses the will and power 
of America on one word: VICTORY! We'll all make 
sacrifices, cheerfully, enthusiastically. But, through the 
ingenuity of Remington Rand researchers and designers, 
you need not sacrifice the steel files’ efficiency. 


The GUARDSMAN — “Steel-Saver” File — is constructed 
of wood—3-ply and 5-ply. It looks like a steel file and 
for durability, ease of operation, attractiveness, in all 
essential features, it is the equal of best grade steel files. 
And it costs no more! 


The GUARDSMAN — “Steel-Saver” File— has been de- 
signed for addition to existing steel file batteries— four 
drawer heights, letter or legal size. Standard finish is 
olive green— baked on! Walnut or mahogany grainings 
are applied identically as on steel. The exteriors can’t 
chip or crack. Hardware and drawer-pulls are a new; 
beautiful metal-like, strong plastic. 


GUARDSMAN drawers operate on a new type of ball 
bearing extension slides. Less effort is required to open 
or close these drawers than on any other file! Locking 
devices, to prevent snooping, can be installed. 


Filing cabinets are essential to American VICTORY! You 
can’t operate without them! Here then is the ideal solu- 
tion to conserving steel and increasing the efficiency of 
our all-out war drive. 


Write today for a free, fully illustrated catalog, that de- * The overwhelming, overnight popularity of the GUARDS- 
scribes construction, design, operating advantages and MAN—“‘Steel-Saver”’ File—has caused the step-up, many 
clerical efficiencies of the new GUARDSMAN—‘Steel- fold, of our original production plans, releasing multi- 
Saver” File. Remington Rand Inc., Buffalo, New York. millions of pounds of steel for defense industries! 


REMIMGTON RAND (3.3.00: 
Only Objective”’ 
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